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Looking ahead 


Because so much material on the Con- 
vention and the bankruptcy situation 
developed in the month of June, we 
were unable to present some of the ma- 
terial we had planned for the July issue. 
Accordingly, we have advanced the dates 
for this material and will definitely carry 
it in our August issue. 


In that issue there will be an article 
by W. S. Swingle, in which he will nar- 


rate his observations based on a recent 
trip to England. We will also carry a 
generously sized and well-written ar- 
ticle by J. T. O'Neill, who appeared in 
our June issue with an article on collec- 
tions. This is another article on col- 
lections but, instead of being generalized, 
it is specifically tied up with the letters 
he uses in his work. This month we 
are presenting one of his letters as our 
“This Month’s Collection Letter.” Other 
features of the August issue will be an 
article by Earle W. Evans, President of 
the American Bar Association and 
“Credit in a planned economy” by Dr. 
Clyde W. Phelps. 


Our cover 


This month our cover features another 
in the series of oil paintings which we 
have been carrying. They have been— 
and this one is—the work of William 
Roscow. This month’s subject is the 
interior of an automobile assembly line, 
a phase of industry that has boomed 
for several months. 


Philip J. Gray 
Western Advertising Manager 
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POSTAL TELEGRAM 


coLLects *'¢ [Q@ in 1 Day 


]. ATTENTION...ACTION 


Among the various records of 
collections disclosed to us by 
Credit Managers is this: “A 50¢ 
telegram recently collected the 


same day a total of $7,100.” 


Full details of this transaction are 
available to you if you are interested. 
The point is, have you considered the 
action - compelling power of Postal 
Telegrams in your work? 

Just check these advantages of Pos- 
tal Telegraph collection telegrams: 
they are speedy, go direct to the man 
addressed, command his immediate at- 
tention, stress imperative need of pay- 
ment, urge him to immediate action, 
and cost little. 

Postal Telegraph cooperates with 


Yee‘ Nm zelee 


you in obtaining answers to collection 
requests sent by telegraph . . . money 
order transfers are enclosed with each 
one, and stickers are pasted on, advis- 
ing that an immediate reply is wanted. 
Have you a copy of the helpful Pos- 
tal Telegraph leaflet contain- 
ing 27 tested collection tele- 
gtams? These telegrams were 
gathered in cooperation with 
“Credit and Financial Man- 


THE 


3. A GOOD DAY’S WORK 


agement.” They have all proved suc- 
cessful in actual use. Ask today for 
your copy, “Collection of Overdue 
Accounts by Postal Telegraph.” 

e 


« © 

Postal Telegraph is the only American telegrapa 

company that offers a world-wide service of co- 
ordinated record communications under 
a single management. Through the great 
International System of which Postal 
Telegraph is a part, it reaches Europe, 
Asia, The Orient over Commercial Ca- 
bles; Central America, South America 
and the West Indies over All America 
Cables ; andships at sea via Mackay Radio. 


INTERNATIONAL SYSTEM 


Postal Tel 
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Needed: A Declaration 
of Mental Independence 


Change is uncomfortable, but we should recognize that it is 

inevitable. Because it is uncomfortable to change, many 

refuse to face facts. We have our preconceived notions and 
we like to see things go along in the manner to which we have 
been accustomed. When they are not traveling in that direction 
we throw up our hands in horror and say the system is all 
wrong. We do not appreciate that events and people must 
compromise. Sometimes people are strong enough to com- 
promise events; more often the events force people to 
compromise. 


In many respects we must break with ideas of the past. Our 
life has changed. Our work has changed.- Physical processes 
have changed. Boundaries have changed. The world has 
changed. 


The problems that confront us today are difficult of solution. 
They will never be solved by a closed mind. It requires cour- 
age to meet these problems with an open mind. An open mind 
does not mean a mind that will accept new ideas, new plans, 
new thoughts, without inquiry. It does mean a mind that will 
carefully appraise new thoughts, new plans, new programs, — 
without prejudice and, after having made that appraisal, will 
then weigh the value and necessity of these new programs 
against the old order of things. It further means that if we find 
a new order necessary to meet present day conditions, we will 
have the courage to accept it. 


We are floundering in many of our present problems because 
of our unwillingness to admit that change is inevitable and 
because of our habitual desire to deny the necessity of anything 
that has not heretofore seemed necessary. It would be well to 
pause and consider that this nation itself resulted from change. 
America needs an open mind, a Declaration of Mental Inde- 
pendence. 


Executive Manager, National Association of Credit Men 






Partners in America 


a In the realm of business credit, stock company - 


fire 
maintains 


by W. E. MALLALIEU, 


Dominant in every loyal American 
= heart today is the hope that the re- 
lu covery from the devastation of four 
long years of depression may be 
real, solidly founded, and permanent. 
Coupled with that hope, and inspired by 
it, is the determination to make it so. 
To the carrying out of that resolve 
American business and industry bring 
the courage born of past achievements, 
the principles tested in the crucible of 
experience and an abiding faith in the 
great Republic. That preventable mis- 
takes and uneconomic practices may be 
avoided, men and women in every divi- 
sion of business are counselling with 
each other so that all may work together 
to achieve the welfare of the people as a 
whole. 

That you already are thinking along 
this line is evident in the selection of the 
keynote for this thirty-ninth annual con- 
vention of the National Association of 
Credit Men: “Constructive credit for 
real recovery.’’ I have come to you al- 
most directly from the sixty-eighth an- 
nual meeting of the organization I have 
the honor to represent—the National 
Board of Fire Underwriters. At our 
meeting, too, the ruling thought was 
how we might best contribute to the 
establishment of genuine and lasting re- 
covery and how our more than two hun- 
dred stock fire insurance companies 
might most effectively carry on their his- 
toric role as “Partners in America.” 

Your organization and a representa- 
tive of the National Board do not meet 
today as strangers because we have co- 
operated for approximately four dec- 
ades, because of a striking parallel in 
our histories and because we are so 
closely interknit in our major functions. 
It may help our understanding and 
strengthen our confidence, if we briefly 
review their origins and purposes. 

' Each organization was born of the 
necessity of bringing order out of the 
chaos that followed great calamities. 
Your Association had its inception in 
1896 as the disastrous panic and depres- 
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insurance 


is the unseen 


the balance for 


weight 
credit 


that 


stability. 


General Manager, National Board of Fire Underwriters. 


sion of 1893 was ending, and sound 
credit leadership was so vitally necessary 
for the rebuilding. This you furnished 
in a conspicuous degree. 

The National Board, though older 
than your Association, likewise came 
into being to meet a great need. It was 
created to organize the force of stock 
company fire insurance for the great con- 
structive work that had to be done in 
the wake of the Civil War. These com- 
panies have functioned with increasing 
effectiveness and ever-broadening public 
service in all the years that followed. 
In peace and in war, in prosperity and 
in depressions, they have met every test 
to which they were subjected. 

Our organizations would be unworthy 
heirs of great traditions if now. we 
should despair or falter. 

Functionally as I have said, we are 
closely related. I need not define to 
this audience the word “Credit” nor the 
credit system that your Association has 
built up on a basis of a careful analysis 
and study of experience over a long 
period of years, but to me the system 
you have worked out appeals as some- 
thing of vital significance because it is a 
formulation of reasons for confidence as 
a business factor. Your Association has 
pointed out that basically it is character 
which gives a promise its worth. Yet if 
national resources are destroyed by fire 
or otherwise, character alone may be in- 
adequate to create security. 

I believe I am safe in venturing the 
statement that the first, and always the 
foremost, question in the matter of 
credits is the relative safety of the under- 
taking. If I were a banker and were 
asked to supply funds for any enterprise 
the first thing I should wish to know, 
of course, would be its outlook or proba- 
bilities of success. I should inquire 
whether there was anything in the nature 
of the adventure or in public interests 
requiring that the credit be denied. If 
not, I should then turn to the all im- 
portant factor; that is, the character and 
standing of the one seeking the accom- 
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modation. What kind of man is he? 
Is he a man whose integrity, whose busi- 
ness methods and dealings, whose habits 
of life and of thrift, whose sense of 
obligation under an agreement or con- 
tract, and whose administration of his 
property and business are such as to in- 
spire confidence and make any dealing 
with him a safe transaction? Then 
would follow naturally and logically the 
collateral question of the amount of 
security underlying the adventure as a 
safeguard against any possible misfor- 
tune or accident, resulting either from 
fallibility of human judgment or from 
causes beyond the borrower’s control. 
These questions are so obvious and so 
pertinent that they appear almost aca- 
demic. 

I stress the question of character be- 
cause I believe it a fundamental one, one 
that is vital to any enterprise, and in 
many instances one that measures the 
difference between success or failure for 
the enterprise itself, and between profit 
and loss for the accommodating firm. 

At this point the service of stock 
company fire insurance becomes vital. 
Throughout their long history these 
companies have been indemnifying men 
and women for what the forces of na- 
ture have destroyed. These companies, 
too, realize the importance of character 
and the better class of underwriters rec- 
ognize moral hazard to be equal in 
standing with measurable physical haz- 
ard. Contractually and legally, these 
companies do not insure property; they 
insure men and women against the loss 
of property. 

Thus in the realm of business credit, 
in which you are primarily interested, 
they put behind the character of the 
debtor their own unchallenged respon- 
sibility. If the property which has 
formed the basis of his credit be de- 
stroyed by forces that are insured against, 
these companies make it possible for 
him to redeem his promises to you if— 
and this distinction is important—the 
extent and character of the insurance 
protection are commensurate with the 
amount of credit involved. 
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From these fundamental facts grows 
the almost self-evident truth that the 
greater the credit extended the greater 
the amount of sound stock company fire 
insurance needed to protect it. The in- 
terests of creditor and debtor alike de- 
mand that those to whom credit is given 
not only carry full fire insurance to value 
on all their physical property but like- 
wise place behind their business ventures 
the protection that these companies offer 
against other hazards always menacing 
commerce and industry. These are only 
a few of the major considerations that 
demonstrate conclusively that stock com- 
pany fire insurance with its proven merit 
is a major foundation of your credit 
structure. It necessarily follows that you 
are deeply interested in aiding whatever 
tends to strengthen that structure and in 
discouraging and blocking whatever 
might weaken it. In this respect our 
interests are identical. 

The expansion of commerce and in- 
dustry into its vast modern proportions, 
where we think and talk in billions, has 
received its motive power from credits 
and its stability from the balance wheel 
of fire insurance. These two, working 
together, have largely brought the busi- 
ness world to its present progressive 
status. The late Harlow N. Higgin- 
botham, famous Chicago merchant, for- 
merly with Marshall Field & Company, 
a man whose business acumen was 





widely recognized, speaking on this very 
topic, expressed himself as follows: 

“As a matter of fact, it would be im- 
possible to carry on business without in- 
surance against loss by fire. It would 
so disturb values of all property that it 
would materially interfere with the loan- 
ing of money; credits which are such a 
vast aid now would be almost impos- 
sible. It would practically reduce trade 
to a cash basis limit, the volume of busi- 
ness almost to stagnation . 

“In extending credits to merchants, I 
am constantly considering questions con- 
cerning a customer's fire insurance. His 
statement of his assets would not be 
complete if it did not-set forth the 
amount of insurance carried, as well as 
the kind of building occupied and its 
environment. It is to me a note of 
warning if I find a customer either over 
—or under-insured. If he is over-in- 
sured, I am thinking of the moral hazard 
to me in extending credit to him. If 
he is under-insured, I am thinking of 
the business hazard in extending credit 
to him. I always take the liberty of cau- 
tioning customers who even temporarily 
carry Over-insurance. 

“I frequently find a customer, or 
would-be customer, without insurance 
arguing that he has a right to insure 
himself, sometimes because the building 
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is isolated or specially well constructed, 
and sometimes for the reason that the 
buildings are poor and the rate is too 
high, and he cannot afford to pay it. 
I have always advised against such a 
plan, and not infrequently have been 
compelled to decline or restrict the 
amount of credit because the customer 
persisted in carrying his own insurance. 
The only safe way is to insure, and a 
business that will not enable a man to 
insure is not worth having and should 
be promptly discontinued.” 

Your own Association has empha- 
sized the truth of this statement. Time 
and again you have expressed your con- 
fidence in the integrity of stock company 
fire insurance and its willingness to meet 
its responsibility. I am proud of that 
endorsement and proud to realize that 
the companies for which I speak have 
justified your confidence. This is abun- 
dantly proved by the official records. 


No man directly connected with the 
business of the stock fire insurance com- 
panies can stand before a convention 
held on California soil and not think 
back to the catastrophe that befell one 
of the great cities of this State a little 
more than twenty-eight years ago. For 
three days fire ravaged that stricken com- 
munity, devastating five hundred and 
twenty city blocks covering approxi- 
mately three thousand acres, destroying 
some twenty-five thousand buildings of 
which half were dwellings and half 
were structures devoted to business and 
industry. A committee from your own 
Association reported that the loss en- 
tailed by this conflagration, directly and 
indirectly, ranged from eight hundred 
and fifty million dollars to one billion 
dollars, and that of the total propefty 
destroyed, values of three hundred and 
fifty million dollars carried insurance to 
the amount of two hundred and twenty- 
five million dollars. 


Your own committee pointed out that 
many extraordinary conditions prevailed, 
that policies had been burned, that rec- 
ords had been lost. Yet following a 
careful investigation, it was able to say: 
“The people of San Francisco received 
their greatest aid in obtaining honest 
and liberal adjustments from honorable 
and fearless insurance companies which 
refused to be parties to agreements for 
arbitrary deductions and which paid 
their losses amounting to. millions of 
dollars in a spirit of liberality and 
honesty.”” You made up an Honor Roll 
of stock fire insurance companies to 
whom this tribute was due and every 
company on that list was a member of 
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the National Board of Fire Under- 
writers. 

Today it is mot mecessary to argue 
the worth of the services to which your 
Association paid its tribute, for if a 
doubter could anywhere be found, the 
new and greater San Francisco which 
arose so quickly from the ashes of the 
old would furnish a convincing reply. 

If one would grasp the full signifi- 
cance of this prompt payment of in- 
demnities in a terrible crisis—payments 
made possible by the accumulated re- 
serves of the companies, for whom I 
speak, and by the additional financial 
burdens shouldered and personal finan- 
cial sacrifices made by their stockholders 
—he should contrast what happened at 
San Francisco in 1906 with what hap- 
pened in London in 1666, just two hun- 
dred and forty years earlier. Yet 
though that conflagration raged two 
days longer than did the one in San 
Francisco, it devastated only four hun- 
dred and thirty-six acres and destroyed 
only thirteen thousand five hundred 
houses as compared with the figures I 
have already given. But in 1666, there 
were no stock fire insurance companies 
operating, and the tragic results were 
appalling. We find Pepys reporting 
that he “met with many people undone 
and more that have extraordinary great 
losses,” while Evelyn reports that he 
saw “two hundred thousand people of 
all ranks and degrees dispersed and 
lying along by their heaps of what they 
could have from the fire, deploring their 
loss.” 

In the years that followed that Lon- 
don tragedy of 1666, the great system 
of stock company fire insurance was 
developed to meet a human need, to 
guarantee to men and women who had 
availed themselves of its protection, 
that, if their savings and investments 
were destroyed by the hazards of nature, 
indemnity would be forthcoming. The 
stock company insurance system has now 
spread its coverage to a degree that 
would have astounded its founders. It 
furnishes protection not only against the 
forces of Nature, but likewise against 
every insurable hazard of business. It 
has devised a service which keeps pace 
with every change in constantly develop- 
ing business conditions. It has proved 
that it is flexible and not rigid under 
individual initiative, and always it has 
insisted that the required changes and 
developments in its service should be 
brought about without violating prin- 
ciples of economic soundness. 

The National Board companies for 
whom I speak today are furnishing 


sixty-one major types ot cover with hun- 
dreds of variations thereof and so fun- 
damentally sound is their system of 
operation that they have always been 
able to meet the obligations which arise 
under the policies issued. They have 
given a sure foundation to the nation’s 
credit structure. They have shouldered 
risks that otherwise you would have been 
forced to assume. They have made it 
possible for you to broaden your work 
and to make it more efficient, and be- 
cause their capital and surplus and re- 


@ The author of this article 
and one of the speakers at 
the Los Angeles Convention. 


serves back up their policies, they have 
released throughout the years, for the 
development of productive enterprises, 
billions of dollars of private capital that 
must otherwise have been held in re- 
serve to meet the hazards of Nature and 
business. 

What is particularly significant is the 
fact that they furnish their protection at 
a definite fixed cost, known in advance. 
This has always been important to busi- 
ness and industry, but it is doubly so 
now in a period of economic readjust- 
ment. In recent months recovery pro- 
grams have increased the cost of raw 
material and labor, and developed a 
tendency toward limiting the price at 
which the manufactured product can be 
sold to the ultimate consumer. This 
narrows for manufacturer and merchant 
alike the margin between his initial cost 
figures and the sum that the ultimate 
consumer will or can pay for the finished 
produc: and it makes it imperative that 
fixed costs be held at a minimum con- 
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sistent with maintaining adequate qual- 
ity and standards of service. Stock 
company fire insurance, with its system 
of known costs, frees the assured from 
any and all contingent liabilities in con- 
nection with his insurance cover and 
gives him certainty in this basic es- 
sential. 

What is more, through efficiency of 
management and operation the average 
rate per hundred dollars of fire insur- 
ance charged by the stock fire insurance 
companies has steadily declined. In 
1929, the last of the boom years, it was 
80.08 cents, a rate approximately 331, 
per cent below the pre-war figure. In 
1930, that average rate had fallen to 
76.91 cents; for 1931 it had dropped 
to 73.29 cents; and for 1932 it had 
fallen to a new low of 70.16 cents. A 
change in the reporting form makes it 
impossible for me to give you the exact 
figure for 1933, but the evidence is con- 
clusive that it did not increase, but, on 
the contrary and consistently with its 
past record, probably dropped again. 
These facts are evidence that the com- 
panies maintain the lowest possible rate 
level consistent with adequate solvency 
and the rendering of comprehensive 
service to assureds. 

Of course these companies are or- 
ganized for profit, just as are the. busi- 
nesses you represent. There can be no 
just criticism of this provided the profit 
is not exorbitant and provided it is 
commensurate with the risk assumed or 
the services rendered. Management will 
not exercise its talent nor will capital 
offer its services except for compensa- 
tion. If management and capital are 
“locked out” through denial of profit or 
through too drastic curtailment of it, 
there is no market for labor, and the 
entire modern economic structure col- 
lapses. President Roosevelt, in address- 
ing the conference of code authorities 
held recently in Washington, D. C., de- 
clared that “no one is opposed to sen- 
sible and reasonable profits.” That stock 
fire insurance companies have kept well 
within the limitation is evidenced by the 
fact that the fire and lightning undet- 
writing profits for the five-year period 
1929-1933, both inclusive, which in- 
cludes the last of the boom years, was 
only 3.76 per cent. 

This figure is in itself evidence that 
the business of these companies has been 
soundly administered and at a profit 
ratio which all must admit is low. 
When granting a line of credit you pass 
upon the efficiency of management, just 
so should you pass on the managerial 
efficiency of the companies providing the 
insurance cover that is the basis not only 
of the credit system (Cont. om page 37) 
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National Association of Credit Men 

passed into history in a turmoil of 

excitement with the unanimous elec- 
tion of Fred Roth of the Whitney-Roth 
Shoe Company, Cleveland, Ohio, as 
President succeeding Ernest I. Kilcup of 
the Davol Rubber Company, Providence, 
Rhode Island. 

The session witnessed a great scene 
when Mr. Roth’s name was put into 
nomination by E. Don Ross of the Irwin- 
Hodson Company of Portland, Oregon, 
Past President of the Association and 
Chairman of the Nominations Commit- 
tee at Los Angeles. 

When retiring President: Kilcup, as 
presiding officer of the closing session, 
called for the vote on Mr. Roth, the 
delegates unanimously installed him as 
their leader for next year. The new 
president was seized by the Clevelanders 
who, led by a brass band, paraded their 
candidate all over the hall while the 
credit men and women fell in behind. 

Finally, Mr. Roth was escorted to the 
Convention platform where he was in- 
ducted into office amid the wildest en- 
thusiasm. In accepting the Presidential 
gavel from Mr. Kilcup, Mr. Roth 
congratulated his predecessor upon his 


- The 39th Annual Convention of the 
Vv 


Mr. Walden 


President: 


Leaders four 


FRED ROTH, Whitney-Roth Shoe Company, Cleveland, Ohio. 


Vice Presidents: 


P. M. HAIGHT, International General Electric Co., New York, N. Y. 
F. J. HOPKINS, Janney-Semple-Hill & Co., Minneapolis, Minn. 
F. S. WALDEN, Strevell-Paterson Hardware Co., Salt Lake City. 


successful year and pledged his own un- 
tiring efforts to the work of the Associa- 
tion. He expressed the hope that Mr. 
Kilcup would retire into progressive ac- 
tivity and continued success in credit 
work. 

Following his election, Mr. Roth was 
asked to prepare a biographical piece 
for Credit and Financial Management. 


With characteristic modesty, he merely — 


presented the following item: 

“Born in Cleveland, Ohio, and have 
lived there all my life. After graduating 
from high school, I went to work for 
Whitney-Wabel and Company, whole- 
sale shoe house. Mr. Whitney started 
this business soon after the Civil War. 
It was the business I knew best, for my 
father had a retail shoe store in Cleve- 
land for 30 years and I worked while 
going to school. 

“I studied law after I started to work 
for that company and was admitted to 
practice in 1904. With that company, 
I started as salesman and afterwards was 
made sales manager and then buyer and 
finally became a partner. In 1917 I or- 
ganized the Whitney-Roth Shoe Com- 
pany and bought out the Whitney inter- 
ests. I am President of this company 
now. Amen.” 


Mr. Hopkins 


Following the election of President, 
the three Vice-Presidents (Cont. on p. 51) 
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Los Angeles 
Convention 


highlights 


J. M. Rust of Los Angeles, Vice- 

President of the National Associa- 

tion of Credit Men, called it to 
order at 2:00 P. M. on June 11th in 
the Los Angeles Biltmore Hotel, the 
39th Annual Convention of the National 
Association of Credit Men moved with 
clock-like precision until its closing hour 
on Friday, when Fred Roth of Cleveland, 
our new President, let fall the gavel 
which closed this important meeting. 

Under the regime of Ernest I. Kilcup, 
our President for 1933-34, the National 
Association of Credit Men registered a 
considerable advance in its campaign to 
maintain and promote the high ideals of 
credit ethics as a basic factor in the 
progress of business. The five-day Con- 
vention in Los Angeles last month was 
a fitting climax for that campaign and a 
stimulus for the year ahead. 

Henry H. Heimann, our Executive 
Manager, gave the Convention a keynote 
of advanced thought in the opening 
session in his address on ‘Constructive 
Credit for Real Recovery.” This slogan 
was to be heard in practically all of the 
addresses by speakers who appeared in 
other portions of the week’s program. 

Los Angeles was host in the fullest 
and truest sense of the word. For weeks, 
the plans for entertaining the Conven- 
tion had been developing under the di- 
rection of S. P. ‘Vane’ Chase, Secre- 
tary of the Los Angeles Credit Men’s 
Association. With the hearty and able 
assistance of an Executive Committee 
composed of Los Angeles business men, 
these plans were developed successfully 
in the preliminary stages and carried 
through to a memorable success with the 
assistance of Brace Bennitt of the 
N.A.C.M. staff, as Convention Director, 
Owen S. Dibbern, Western Division 
Manager, as Assistant Convention Direc- 
tor, and Philip J. Gray of Chicago, who 
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handled the Credit Congress sessions in 
their inaugural stages. 

The Los Angeles men on the Execu- 
tive Committee who backed Secretary 
Chase so well were: 

J. M. Rust of the Union Qj] Company 
as Convention Chairman ; Tobias Kotzin, 
A-1 Manufacturing Company; J. R. G. 
Thompson, Summers Manufacturing 
Company; A. A. Normandin, Norman- 
din Bros, who is also President of the 
Los Angeles; R. W. Watson of the 
Bank of America, who is the President- 
Elect of the Los Angeles Association of 
Credit Men. 

But to name all the men who had a 
part in the success of the Convention 
entertainment would be to enumerate 
practically the entire roster of the Los 
Angeles Association. 

The wives and families of the visiting 

credit men were given a gracious wel- 
come and were looked after with untir- 
ing care by a hostess committee, headed 
by Mrs. A. A. Normandin. The Presi- 
dent’s Ball in the Fiesta Room of the 
Ambassador Hotel, the ‘Credit Vanities 
of ’34” presented in the ballroom at the 
Biltmore on Tuesday night, a sightsee- 
ing motor tour on Tuesday and another 
on Thursday—all these provided a most 
pleasing program for the visiting women 
during the hours of the Convention 
sessions. 
‘ The session of the credit womens’ 
group under the direction of Mrs. E. 
Walters also will be remembered long 
after by those attending this Conven- 
tion. -On Tuesday evening, this group 
enjoyed a banquet at the Women’s Ath- 
letic Club and heard an interesting ad- 
dress by Judge May Lahey of the Los 
Angeles Municipal Court. Miss Eleanor 
Chapman presided at the credit womens’ 
breakfast on Thursday morning in the 
Biltmore. Executive Manager Heimann 
made a short address at this session. 
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It would be impossible to tell about 
the 1934 Convention without mention- 
ing the Royal Order of Zebras under the 
command of A. D. Johnson of the Los 
Angeles Wholesalers’ Board of Trade 
and S. R. Sheller of the Caminol Com- 
pany, who hold the title of ‘‘Super- 
Zebs.” 

It should be explained that the Zebras 
are members of the Associations in the 
Western Division who have done out- 
standing work in their local associations. 
For example the men who obtain five or 
more new members during drives for 
additions to the association rosters are 
elevated to the Zebra rank. In the case 
of Los Angeles, the men who enrolled 
with Vane Chase to first obtain the con- 
vention for the southern California 
metropolis and later served in the vari- 
ous committees which made the conven- 
tion such an outstanding success, were all 
regimented in the Zebras. During the 
convention, members of this organiza- 
tion wore distinctive uniforms so that 
each one could be recognized at once by 
any delegate in want of information or 
service. The white felt service cap em- 
bellished with letters of a golden color 
will long be remembered by the con- 
vention visitors. 

The important addresses given at the 
convention will be printed in this and 
subsequent issues of Credit and Finan- 
cial Management. However to show the 
importance of the program this year we 
mention some of the highlights as fol- 
lows: 

After greetings were expressed on be- 
half of California by Col. Carlos Hunt- 
ington and for Los Angeles by Mayor 
Frank L. Shaw and for the Los Angeles 
Association by President Normandin, 
Sylvester L. May, news editor of the 
“Daily News Record” of New York, re- 
sponded on behalf of the visitors. This 
was Syl’s maiden effort as a platform 
speaker, but he scored a big hit as a wit 
and his talk started the convention going 
with a spirit of good-fellowship. 

The first address on the program was 
given by Dr. Frederic Woellner of the 
University of California in Los Angeles. 
Using as his subject, “The Step Ahead,” 
Dr. Woellner entertained his listeners 
with some observations on business 
irregularities and his opinions on how 
the situation is to be remedied. 

The keynote address by Mr. Heimann 
(which is printed in full in this issue) 
drew considerable comment among the 
delegates and was widely quoted in the 
newspapers in all parts of the country. 

The program on Tuesday morning 
was of extra prominence with three 
speakers of national stature appearing at 
this session. The first talk was on the 
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relations of state government to business 
and was made by the Honorable U. S. 
Webb, Attorney General of California. 
He stressed the question of service by 
the State and its relation to the tax bill, 
and he made it plain that when we in- 
sist upon modern service, we must pay 
modern tax bills. But he drew the con- 
clusion that ‘even in these days of re- 
duced income, we should not curtail gov- 
ernmental service too much. 

W. E. Mallalieu, General Manager of 
the National Board of Fire Underwriters, 
was next on the program. His subject 
was “Partners in America.” It is 
printed in this issue of Credit and Fi- 
nancial Management on pages 6, 7 and 8. 

On Tuesday afternoon the Conven- 
tion listened to the annual report of the 
Executive Manager to report on the vari- 
ous service departments. The Executive 
Manager's report is included in this is- 
sue on pages 22 and 23. David A. 
Weir, Assistant Executive Manager, out- 
lined the work of the service division 
and called upon Roy Colliton of St. 
Louis and E. H. Lothian of Chicago to 
reply to questions from the floor about 
these services. 

The report of the Legislative Commit- 
tee on its work during the past year was 
read, the report pointing particularly to 
the efforts of the National Association of 
Credit Men in Washington during the 
past months on the bankruptcy laws. 

William T. Layton of Portland, 
Oregon, a member of the general bank- 
ruptcy conference, outlined the effort of 
that group on the bills which have been 
before Congress during the past session, 
and also indicated some of the plans 
now under consideration for future effort 
on bankruptcy legislation. Past Presi- 
dent E. Don Ross, followed with a pres- 
entation of the report of the National 
Membership Committee, which indicated 
a much healthier situation in the Asso- 
ciation as compared with a year ago. The 
award to the various Associations for 
their membership work was then pre- 
sented. The list of Associations in the 
five classifications which won awards at 
the Convention is included in this issue. 

All day Thursday was devoted to the 
sessions of the Fourth Congress of In- 
dustry. On Friday morning the dele- 
gates heard two important addresses. 

Dr. Clyde William Phelps, Head of the 
Department of Economics and Com- 
merce, University of Chattanooga, and 
former economist with the Federal Trade 
Commission in Washington, spoke on 
“Credit and A Planned Economy.” 
This talk gave the delegates a lot to 
think about and will be included in our 
August issue. 
(Continued on page 40) 




































































Constructive credit 
for real recovery 


by HENRY H. HEIMANN, Executive Manager, N.A.C.M. 


we last met in Annual Convention. 

From an economic viewpoint no 

single year in our nation’s history 
has been more interesting. The rapidity 
with which we moved into new fields 
has left us in a dazed and bewildered 
state. We know tremendous forces 
have been at work—evolutionary forces 
of great significance. Being in the midst 
of these transformations we cannot 
properly appraise their consequences. It 
remains for historians to accurately 
weigh the influence of New Deal meas- 
ures and policies on the future of this 
nation and the world. 

I am sure all fair-minded citizens will 
agree, that whither we may go from 
here, as we meet in Convention today 
and glance backward to the situation 
that confronted us a year ago, we give 
testimony to the fact that a decided im- 
provement has been registered during 
the past year. A little over a year ago, 
hopelessness pervaded us, if not the 
entire world. We were in the midst of 
economic chaos, a spirit of abandonment 
seemed to prevail, while we sat stolid- 
like, awaiting the inevitable doom. Then 
late in the Spring of last year psycho- 
logical conditions began to improve. 
New hope was born, a measure of con- 
fidence restored. 

In the midst of so critical a situation 
as confronted us, it was not for us to 
analyze recovery programs, nor to apply 
the cold sense of logic to new methods; 
for age-worn plans and historically-tried 
remedies had failed us on every hand. 
We wanted to emerge, and we wanted 
the suffering and privation behind us, 
and above all, we yearned that once 
again hope might spring into our life. 
Eagerly and without pausing to analyze, 
we embraced new theories. We got be- 
hind new programs, and deliberately, 
since we hoped it would be but for a 
temporary period, we violated economic 
principles because we felt the critical 
situation seemed to justify extraordinary 
remedies. 

A new leader had come into our 


Wy months have passed since 
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midst. We yearned for leadership, and 
almost instantly the sincere, frank man- 
ner of the man caused us to have faith. 
Even though there was and is the 
highest sense of respect for the sincerity 
and industry of our former leader, a 
great majority of our citizens by their 
votes indicated the feeling that a change 
was needed, and that a new approach to 
the tremendous problem that weighed 
so heavily upon our people was essential. 

Perhaps the greatest asset of that new 
leadership was a magnetic personality 
and the greatest contribution to our new 
hope the beginning of the restoration of 
confidence, through his efforts; soon 
once again men and women felt that 
life, after all, still held in store some 
of the blessings we had experienced in 
other years. Once confidence was re- 
stored, we plunged into experimenta- 
tions, responded in a patriotic spirit of 
cooperation, willing and eager to follow 
the leadership that had lifted us out of 
the bag. 

As we meet here today, I repeat, we 
rejoice in the improved conditions as 
compared to a year ago. We are grate- 
ful for the leadership that has given us 
this new hope, and it is and should be 
our purpose to cheerfully cooperate in 
all constructive programs in order that 
we might assist him to consolidate our 
gains so that the road ahead might be 
more certain and secure. 

In our anxiety to appraise what is in 
store for us, and in our determination 
to avoid tidal waves of uneconomic 
ventures that have engulfed nations 
throughout history, in our unalterable 
decision to hold fast to what we have 
thus far accomplished, today we pause 
in our program in order to more care- 
fully weigh, analyze and digest the effect 
of these new policies. 

We, as credit executives, recognize 
that there can be no real recovery unless 
it is based upon constructive credit, and 
that constructive credit is seldom under- 
stood by those usually charged with the 
administration of government. While 
we admit there are exceptions to all 
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rules, even the economic rules of the 
ages, we frankly become alarmed when 
more in the administration than in the 
law we see the fundamentals of eco- 
nomics repeatedly violated—fundamen- 
tals which we know have survived the 
history of the ages. Some construe this 
as a lack of faith in the leadership we 
possess, but a more unfair construction 
could hardly be placed upon it. Though 
we have faith in our leadership, we rec- 
ognize that leadership can only give 
commands and initiate programs, and 
that the success or failure of these pro- 
grams depends upon their wise and ju- 
dicious administration by those entrusted 
with these duties. It is in the admin- 
istration of these new innovations that 
we find cause for more careful scrutiny. 

During the year just closed the ex- 
periment of prohibition, wherein the 
attempt was made to regulate morals of 
men and women by legislation, has been 
abandoned. The fine ideals we hold 
and the splendid motives that prompted 
us to enact this legislation, and which 
still guide us toward temperance, were 
in the opinion of many all but crucified 
when we sought to morally straight- 
jacket our people. 

Today the bootleggers are again with 
us, their number has increased by le- 
gions, their nefarious way of doing 
business is just as ingenious as was that 
of the alcohol bootlegger we knew back 
in prohibition days. The bootlegger I 
refer to is a dealer in merchandise, sell- 
ing his wares outside of the codes, sur- 
reptitiously boring in and chiseling 


_prtices, because certain advantages he 


may possess in his manufacturing may 
not generally be shared by others in the 
industry, or what is more inexcusable, 
because his treatment of labor is not up 
to the high ideals established by the In- 
dustrial Recovery Act. Furthermore, the 
sympathies of the people are more or 
less with them because once again many 
of our people feel that we are seeking 
to straight-jacket business. And again 
we find the industrial bootlegger would 
be a myth if the consumer did not trade 
with him. 

When we analyze the reason for the 











@ Whether or not we are on the road to real recovery is a concern of Dr. 
H. C. Dickinson, Scientist of the U. S. Bureau of Standards. He has a theory 
of "Econo-dynamics" to go with this “"Economonstrator," which is an arrange- 
ment of tubes and glass containers through which a liquid is pumped. The 
device, he says, will show the entire economics of a nation's rise and fall. 


industrial bootlegger’s existence, we find 
it arises largely from a revulsion against 
attempts to straight-jacket business. It 
also arises from an undue rise in the 
cost of living. While wage increases 
have been granted, prices have paralleled 
or exceeded these increases, with the re- 
sult that costs to the ultimate consumer 
have left him in no better position, as 
far as units of purchasing power is con- 
cerned. Where the industrial bootlegger 
has been able to present to him greater 
unit purchasing power through chiseling 
operations, the consumer has readily re- 
sponded. 

We know that the principles of con- 
structive credit are not found in a doc- 
trine that says the answers to the 
problems of the world are continuous 
restriction of production and immediate 
drastic shortening of hours of labor. On 
the first issue, constructive principles of 
credit demand an expansion of produc- 
tion to satisfy human wants, to improve 
the standards of living, and to make 
the world a happier place in which to 
live; while on the shortening of hours 
of labor, practicality decrees that hours 
of labor can only be shortened grad- 
ually, that it is realizable only over a 
long-range period of time, as the history 
of hours of labor of the past fifty years 
so clearly records. 

For over one-quarter of a century 
business sought relief from the sword 
of Damocles which hung above its head 
in the form of Sherman anti-trust laws. 
It sought further to stamp out unfair 
trade practices which could not be jus- 
tified under any economic law, for to 


use just one illustration, as credit exec- 
utives we know that the selling of mer- 
chandise at a price lower than cost of 
production leads business inevitably to 
the bankruptcy potter’s field and effec- 
tively destroys credit responsibility. 

For almost half a century child labor 
has been fought by all who had the 
welfare of human beings in mind. 
Honest legitimate business despised this 
form of industrial slavery. The honest 
element in business could not combat 
exploiters of child labor who through 
utilization of the products of tiny hands, 
lowered the standards of an entire 
industry. The fact that those who fol- 
lowed these inhuman practices were but 
a small segment of business was beside 
the point, for in the last analysis it was 
this small segment of business who cre- 
ated the standard for the entire indus- 
try. 

The National Recovery Act, a busi- 
ness man’s creation, sought to correct 
all this, sought to enable business to 
remove the shackles which bound it, 
and which took such a terrible toll dur- 
ing the senseless years of competition 
when the depression had fastened its 
tentacles about us. Business was to be 
given an opportunity for self-regulation 
and in turn for that opportunity, since 
every contract must have bilateral con- 
sideration, Labor was to be given a 
greater share of the earnings of business. 
The ideal was worthy of classification 
as a divine inspiration. The adminis- 
tration, however, presented a real prob- 


CREDIT and FINANCIAL MANAGEMENT ...... . 


lem. Obviously it depended for its 
success upon the practice of a high de- 
gtee of ethics and the application of the 
golden rule. 

The objective of the National Recov- 
ery Act, if it was to be successful or 
if it is to be successful, could not help 
but be and must always continue to be 
“The expansion of the purchasing 
power of the consumer in terms of units 
of goods.’”” How else, with over-pro- 
duction and unemployment, can you 
possibly hope to correct the situation? 
When you attempt to restrict production 
and shorten the hours of labor you set 
in motion a vicious cycle which simply 
further restricts the purchasing power 
in terms of units of goods, eventually 
adds to unemployment once inventories 
are restored, and leaves you in a worse 
position than when you started. 

Yet, as we appraise the Industrial 
Recovery Act, we must confess that this 
objective which was primary funda- 
mental of the entire legislation, has 
scarcely been noticed, if not indeed re- 
peatedly and deliberately violated. 


Business which had been pleading for 
this legislation for all those years re- 
sponded by seeking to recoup all of the 
losses of the depression years in the 
short space of a few months. It was as 
short-sighted as if Mahatma Gandhi, 
after having starved for a period of 
thirty days, should suddenly sit down to 
a banquet and feast his fill. You can 
imagine the result would be a squeam- 
ish feeling around his mid-section. Busi- 
ness is today having its internal pains 
by reason of its greediness. Not all in- 
dustries are guilty, but many forgot the 
lesson of the consequences of greed as 
exemplified in the aftermath of the wild 
period of 1928 and 1929. Some short- 
sighted industrialists went back to the 
old practice of those insane days by en- 
deavoring overnight to fill their coffers 
with extraordinary earnings. 


But it is not only business which 
must share the blame; labor suddenly 
decided that it would no longer con- 
tinue to exercise patience, and immedi- 
ately plunged into a drive to unionize 
the entire nation. Some of labor's de- 
mands were so radical that their realiza- 
tion would have proven suicidal to the 
very cause of labor. 
sponsibility no less than business. Con- 
structive labor leaders should acknowl- 
edge it. Of all catastrophes that might 
befall this nation, none could be worse 
than class warfare which injudicious la- 
bor demands and unwise industrial atti- 
tude might easily foment. (Cont.onp.14) 
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In the meantime, the consumer— 
whom God must have loved so well be- 
cause He made him so benign and 
humble—patiently bore the load, with 
his purse getting thinner and his ward- 
robe more scanty as days wore on. 

In the midst of all of this turmoil 
and lack of direction, certain theoretical 
economists expounded the “no profit” 
theory. Such a theory is so asinine as to 
scarcely warrant consideration. It is 
earnings and a reasonable return on 
an investment that spells the very 
progress of civilization, that builds for 
constructive credit, that leads to real re- 
covery. It is earnings that store libra- 
ries, that diffuse learning, that develop 
civilization. 

Business interests, feeling more bel- 
ligerent because of the improvement, 
suddenly challenged the issue of the 
“no profit” theory. Some business lead- 
ers actually felt as though it were worthy 
of challenge. The ridiculousness of the 
disturbance among business men about 
such a theory being put into practice is 
shown by the fact that at the very time 
a hectic word battle on the “no profit” 
theory was in progress, business earn- 
ings statements began to appear. These 
reports so thoroughly refuted the theory 
as to cause it to collapse. If the theor- 
etically minded men who espoused the 
“no profit” doctrine were making 
progress, then business should have 
prayed to Divine Providence that He 
give them more power, for the records 
of the first quarter of this year’s opeta- 
tions show that the earnings of corpor- 
ations were eight-fold those for a simi- 
lar period of last year. 

We are now at the crossing of the 
bridge with the N. R. A. We see much 
that is good, a great deal that is bad. On 
the whole we feel the salvage possibility 
more than justified the experiment. 
Emerging from it all, we find certain 
things that ought to survive. These 
are the elimination of child labor, a 
more equitable treatment of labor, a 
more reasonable interpretation of the 
Sherman law, and the elimination of 
certain unfair trade practices. If the ob- 
jectives will be confined to these princi- 
ples, and if obnoxious regimentation of 
business will be abandoned, then the 
National Recovery Act will be upon a 
sound credit basis, and will contribute 
toward real recovery. 

And whether it will or not, let me 
remind you, does not depend upon the 
government, but upon business, labor 
and the consumers group. It is their 
responsibility. These groups are chal- 
lenged as to whether they can measure 
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up to the high sense of fair dealing that 
is expected of them. 


child it created. 

As a companion piece of legislation 
to the National Recovery Act we have 
agricultural relief. No one could deny 
that agriculture has suffered for a long 
period of time. Years before the in- 


dustrial depression was upon us agricul- 
ture was in the throes of a depression. 
We know that a nation cannot be happy 
or prosperous when one-third of | its 
people are facing starvation. 


We also 


Constructive 
credit is a sci- 
ence, not "'rab- 
bit - out - of -a- 
hat" magic. 


realize that a nation two-thirds prosper- 
ous and one-third poor can never main- 
tain its solidarity. We know, too, that 
the purchasing power of agriculture rep- 
resents the greatest individual unit of 
purchasing power in the nation. We 
only ask: that courage be shown in meet- 
ing the issues and that the payments 
made to agriculture be honestly labeled 
as subsidies, for that is exactly what they 
are. We object more to the system of 
distribution than to the payment, a sys- 
tem of distribution with all the ramifica- 
tions of processing taxes and restriction 
of crops. 

As an Association interested in con- 
structive credit we do not believe re- 
striction of crops to be the permanent 
answer to our credit problem when the 
greater part of the world is still so 
poorly fed and might afford a reason- 
able outlet for more of our products. 
We know that constructive credit is not 
to be found in a processing tax policy, 
for it brings about inequities of taxa- 
tion as between sections and classes that 
in times past have frequently wrecked 
nations and shifted national boundaries. 

It is difficult to appraise just what 
the effect will be of the transfer from 
the consumer group to the agricultural 
group by way of processing taxes of 250 
millions. Yet the figures up to March 
ist disclose exactly such a transfer—a 
taxation of one class for the benefit of 
another. We do not enter into the 
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It is particularly | 
a responsibility of business to rear the~ 


argument sofrequently heard that fot 


“years the industrial’ section received the 
benefits of a tariff subsidy, and that 
now the consumer that lives within the 
industrial section must. work to produce 
a subsidy for the farmer. We must in 
fairness recognize first, the right of the 
farmer.:to..fair and equitable treatment 
comparable to that given to other 
groups; and second, the essential im- 
portance to industry of a restoration of 
purchasing power in our agricultural 
sections. Whether, however, aid ‘is 
given to agriculture or to industry, our 
permanent policy needs three definite 
provisions: 

1. That a subsidy should be consid- 
ered at best as a temporary makeshift 
not to be accepted as a permanent solu- 
tion. 

2. That if subsidies are given either 
to agriculture or to industry, they should 
be frankly labeled as subsidies. 

3. That even over a temporary pe- 
riod, care must be exercised constantly 
lest the payment of the subsidy defeats 
its purpose by requiring so heavy a 
burden of taxation as to become unen- 
durable. 

Constructive credit calls for the free 
and uninterrupted flow of commerce, 
without unnatural restrictions of a retal- 
iatory or nationalistic type, and when 
we view the spirit of nationalism that 
seems to pervade the entire world, and 
see once again a revival of racial preju- 
dices, we ask ourselves in all serious- 
ness,—is there no object lesson to be 
learned from the late world catastrophe, 
the Great War? Are we as human 
beings in this supposedly civilized day 
and age, incapable of profiting from our 
experience? Are these nationalistic pol- 
icies which are short-sighted and which 
restrict commerce and the world’s prog- 
ress, and which violate the sound princi- 
ples of credit, going to continue until 
they lead us once again into another 
catastrophe? 

This nationalism of which we speak 
gives rise to the exasperating tangle of 
war debts. In an appraisal of Ger- 
many’s ability to meet the costs of the 
war borne by the Allies, either the Allies 
were in gross error or the assessments 
levied were the result of intemperate 
judgment. As a result of this faulty 
appraisal the Allies in turn contend that 
it has all along been their expectation 
to meet obligations due us from pay- 
ments received from Germany, and now 
excuse payments due us by asserting 
that Germany has not met the obliga- 
tions due them. Irrespective of how the 
situation arises it has continuously been 
a disrupting influence in world affairs. 
Some countries have (Cont. on page 28) 
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@ Result: five year jail term and $10,000 fine for leader of 






$265,000 bankruptcy and sentences for three associates. 


tific achievements, not the least 

amazing certainly was the discovery 

by Guglielmo Marconi, of the wire- 
less transmission of sound. Further ex- 
perimentation along the same lines 
eventually resulted in the radio, which 
primitive in its infancy has been con- 
tinually improved until it is now of 
common occurrence for a radio broad- 
cast to be heard throughout this country 
upon a National Hook Up. 

There are other National Hook Ups, 
however, besides the radio broadcast. 
The reader may judge of the effective- 
ness of such a network. 

Four men went from New York City 
to Pittsburgh with a minimum of f- 
nances. They promptly organized a com- 
pany which in a short period of time, 
through the medium of a financial 
statement showed ownership of a com- 
pany in the business of outfitting homes 
and hotels, a warehouse, and a quite 
large office building in addition to 
other assets. 

The business under the name of the 
National Home Outfitting Company 
was started at 414 Penn Avenue, Pitts- 
burgh, Pa. in November, 1927. The 
men were Morris Soloway, alias San- 
ford, alias Samuels, alias Sobel, alias 
Weiner; Bertram Hennes, son-in-law of 
Soloway; Michael Gelles, brother-in-law 
of Soloway; and Morris Naletsky. 

Previous to his venture at Pittsburgh, 
Soloway had been a resident of New 
Haven, Conn. and pleaded guilty in that 
State to a charge of making a false claim 
on a fire insurance company. A fine of 
$400.00 and costs was imposed on him. 

The National Home Outfitting Com- 
pany in April, 1928, issued a financial 
statement to banks and merchants 
throughout the country showing a net 
worth of over $200,000.00. Two 
months later another financial statement 
was issued by the company, in which 
a net worth of $258,000.00 was report- 
ed. Before another month had passed 
by, on July 27, 1928, the company filed 
a voluntary petition in bankruptcy. 

The liabilities were found to exceed 
$262,000.00 and its assets only realized 
$7,259.00. After a committee of credi- 
tors had organized (under the chair- 
manship of George W. Henderson, of 
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by THOMAS A. SMITH, 
Fraud Prevention Dept. 
N. A. C. M. 


Amory, Browne & Company, of New 
York City) the Fraud Prevention De- 
partment of the National Association of 
Credit Men was requested by a sub- 
scriber to its Fraud Prevention Fund to 
investigate the company’s affairs. 

The investigation was broad and ex- 
tended over a considerable portion of 
the United States. It revealed among 
other things that the company had start- 
ed another concern, the Manufacturers 
Sales Company, at 196 Lexington Ave- 
nue, New York City; that this company 
after its formation began giving notes 
to the National Home Outfitting Com- 
pany; that Soloway had these notes dis- 
counted by Finance Corporations at Bal- 
timore, Maryland, and New York City 
and that the accounts of the Manufac- 
turers Sales Company were carried as 
Accounts Receivable in the financial 
statement of the National Home Outfit- 
ting Company, concealing any relations 
between the two companies. 

Through the investigation it was 
learned that the company’s investment 
in the Plaza Office Building at Pitts- 
burgh had been less than $25,000.00 
which had been borrowed on notes from 
a Pittsburgh Trust Company and that 
Soloway had assigned all his stock in 
the building to the Trust Company ; that 
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in the financial statement issued by the 
National Home Outfitting Company, 
$90,000.00 was set up as the value of 
its interest in the Office Building when 
in fact it retained no equity in it what- 
ever. 

It was also discovered that the ware- 
house in Pittsburgh had been purchased 
by the National Home Outfitting Com- 
pany by tendering a note for $500.00 
in connection with the purchase but that 
the note had never been paid. In the 
financial statement among its assets it 
recorded an equity of $28,000.00 in the 
warehouse. After the issuance of these 
financial statements the National Home 
Outfitting Company secured an excellent 
financial rating and obtained substan- 
tial loans from various banks in New 
York City and Pittsburgh. It does not 
appear that any serious consideration 
was ever given to the payment of these 
loans. 

About a week prior to the filing of 
the petition, Soloway and his son-in- 
law, Hennes, made purchases from Gim- 
bel Bros. and B. Altman & Co. in New 
York City, and from Joseph Horne & 
Co., Rosenthal’s Department Store and 
Kaufman’s Department Store in Pitts- 
burgh. The purchases included twenty- 
three suits, thirty-five pairs of shoes, one 
hundred eighteen pairs of hose, fifty- 
eight shirts, ninety-three suits of under- 
wear, forty-five women’s dresses, four- 
teen sets of pajamas, twenty-nine neck- 
ties and some golf equipment. The sale 
price of these articles was $5,700.00. 

Three days before the filing of the pe- 
tition, Soloway, Hennes and one of the 
others left the Pittsburgh office after 
telling their employees they were go- 
ing on a short vacation. They were 
among the missing until they were ap- 
prehended. Hennes was arrested sev- 
eral months later at Los Angeles, Cali- 
fornia, where he had been engaged in 
business with Soloway, who was then 
using the Samuels alias. Soloway, how- 
ever, was not located at Los Angeles. 
Naletsky, alias Morris, was arrested at 
Waterbury, Conn. in August, 1928, and 
Michael Gelles was also apprehended. 

The search for Soloway continued in 
a number of cities in the United States 
and he was finally found in New York 
City and taken  (Comt. om page 44) 
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A“New Deal” A.B.C. 


The so-called New Deal is not a 

new way of solving an old problem, 

ly but an effort to solve a wholly new 

problem—an effort to cope with a 
new historic situation. 

If there has been no great, basic 
change in human history, then we need 
not worry much about the New Deal, 
one way or another. No political gov- 
ernment, autocratic or democratic, is of 
itself likely to imaugurate any great 
change in the habits and characteristics 
of the social order which it assumes to 
govern. If there as been a basic social 
change, however—if our customary way 
of life has become no longer possible— 
it is the task of government to discover 
formulas by which the Nation may 
go on. 

And that was the situation which con- 
fronted President Roosevelt in March, 
1933. 

In saying that, I want it understood 
that I am not blaming the depression 
upon President Hoover. 

I am a Democrat, but it is nauseating 
to me to hear habit-bound politicians of 
my party trying to convince themselves 
and their constituents that the depres- 
sion was the direct result of the Repub- 
lican Party’s policies and would have 
been averted if we had only known 
enough to elect good Democrats. 

It makes me feel something I used to 
feel when I heard Republicans talking 
about prosperity as Republican pros- 
perity! 

The depression came because Amer- 
ican civilization could not go any further 
in the direction in which it had been 
going. We had got to the end of the 
road—and the road I speak of was not 
only approved by both Republicans and 
Democrats, but it was, in the main, the 
right road and, I believe, the only road 
which America, up to a certain period, 
could have taken. 

There came a time, however, when 
we could not go any farther in that di- 
rection. 

We seemed to have everything which 
was neécessaty for progress. We had 
more power in our hands than we had 
ever had before. We had ample re- 
-sources. We had an abundance, in fact, 
of almost everything which Americans 
seemed to need; and we had machinery 
and scientific managers, and no end of 
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willing, skilful workers capable of pro- 
ducing a still greater abundance. Our 
store-houses were fairly bursting with 
food. We had clothing enough to sup- 
ply every man, woman and child in the 
country, or so it seemed. At any rate, 
our experts said there was a surplus. 
They said that there was an over-produc- 
tion of everything. 

And American civilization was utterly 
unprepared to meet any such crisis as 
that. 

On the face of it, the crisis may have 
seemed absurd to all of us. The Jogical 
time for a people to go hungry is when 
food is scarce—not when there is more 
in sight than was ever seen before. And 
the logical time to deprive ourselves of 
things in general is when things are 
scarce—not when they are more plenti- 
ful than ever. 

Nor was it, as some might suppose, 
that these things were owned by the 
greedy rich who didn’t want the poor to 
get them. These things were owned in 
the main by people who were poor and 
wished they could think of some way to 
get rid of them. 

Wheat, for instance, and beef, pork, 
cotton, potatoes, fruit—they were owned 
largely by farmers who couldn’t meet 
their mortgage payments. Millions of 
suits of clothes were owned by manu- 
facturers and dealers who were going 


JULY, 1934 


bankrupt because they kept on owning 
them, when they wanted somebody else 
to buy them, and own them, instead, 
Thousands and thousands of stores all 
over the country were piled high with 
goods owned by people who frantically 
longed to quit owning them at the 
earliest possible moment. 

Nor is it true that they wouldn’t sell 
these things unless they could make a 
profit. Naturally, they preferred to 
make a profit, but thousands of manv- 
facturers and merchants were willing to 
carry on if they could only break even, 

Our mechanism of production was 
better than ever, but our mechanism of 
exchange had broken down. Because 
we couldn’t exchange these things, we 
couldn’t go on producing them—we cer- 
tainly couldn’t continue to hire millions 
of workers to go on producing them. 
So we laid off millions of workers, only 
to discover that exchange was clogged 
up worse than ever. Only when the 
workers were spending their wages 
regularly for goods had we had pros- 
perity. After they lost their jobs, they 
had to quit buying; and the more we 
laid off, the more we had to lay off. 
Everything we did, in fact, instead of 
getting us out of our trouble, only 
seemed to get us further in. 

It was natural, under the circum- 
stances, that a lot of people began to 
blame the big, bad bankers. But while 
the big, bad bankers have enough to 
answer for, we can never understand 
that depression if we think that they 
brought it on. 

The good bankers, in fact, did much 
more harm than the bad. They didn’t 
mean to. There is no sense in blaming 
them. They merely did what all Amer- 
icans expected them to do and what 
all Americans, as a rule, wanted them 
to do. That is, they collected the sav- 
ings of the people and arranged to have 
them invested in the sort of investments 
which, by long experience, had proven 
to be safe and sound. 

This was the course which had en- 
abled America to make such progress; 
and if we hadn’t come to the end of the 
road, it would have enabled us to make 
still further progress. 

There was a limit—that was all—t 
where such a course could take us. 
When we reached that limit, we simply 
had to change our way of doing busi- 
ness or stop doing business. We didn’t 
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change our way, and we stopped. 

Many, I know, criticise the New Deal, 
although they admit that it seems to be 
beating the depression, because it is so 
different from the deal which brought 
us to the depression. 

They don’t, of course, put it just that 
way. ‘They say it is different from the 
course under which America became the 
most prosperous civilization in world 
history. 

But they neglect to note the nature of 
that depression. It was not a depression 
which was brought about by doing 
things poorly. It was brought about, in 
the main, because we did things so well. 
It was because we were so efficient, both 
in the factories and on the farms. It 
was because we were organized to pro- 
duce so much more than we were or- 
ganized to consume. 

If, at any time in our previous history, 
we had been organized to consume as 
much as we produced, we would never 
have had the depression. 

But neither would we ever have had 
prosperity on the scale we have had. 
Nor would we ever have developed an 
economic mechanism which could by 
any possibility produce enough fot 
everybody. The point is that when our 
economic mechanism could produce 
enough for everybody, our whole eco- 
nomic situation underwent a revolution- 
aty change. 

The secret of that mechanism was 
modern power, plus modern machinery, 
plus modern scientific management; and 
these were all developed by the use of 
capital along the lines approved by our 
good bankers. 

Pardon me if I indulge for a moment 
in some very elementary economics— 
principles so basic that some of our 
financiers have long ago forgotten them. 
We can not understand what really hap- 
pened to America, however, and we can 
not grasp the necessity for such a com- 
pletely new deal, unless we do remem- 
ber them. 

In the first place, money is not 
wealth; it is merely a medium of ex- 
change of wealth; and the mere putting 
of money into any enterprise could not 
by itself develop the enterprise. What 
is really invested is wealth—the things 
which people buy with their money— 
especially food, clothing, shelter and 
physical supplies. 

We were once, for instance, an agrar- 
ian Nation, almost entirely agricultural, 
and if we consumed all we raised from 
year to year, we must have remained an 
agrarian people. But we didn’t. We 
learned to save food and other things 
beyond what we consufned on the farm; 
and it was these products of our farm— 


not mere money—which enabled us to 
build our first factories. 

What we actually did, of course, was 
to sell these farm products and get 
money for them, and then, probably, we 
put the money in a bank. But when 
the banker loaned the money to some- 
body who wanted to build a factory, it 
was used very largely to buy the food 
which thrifty farm families had saved 
and to feed workingmen who were en- 
gaged in producing, not things to con- 
sume but things with which to increase 
production. 

The factory builder may not have 





@ Economic science and psychological 
weapons are being used to rout the 
depression. 


thought of this. All he thought of was 
that he needed labor and material and 
supplies. But his labor had to eat, so he 
had to give wages to his workers so that 
they could buy food and other neces- 
sities. And the people who produced 
the materials and supplies had to eat, 
even if they did not raise any food di- 
rectly; and what they ate was paid for 
out of the money which they received 
for the materials and supplies. 

If we keep this in mind, we may be 
able to see what was really happening as 
America was evolving from an agrarian 
to a machine civilization. We were al- 
ways saving an important part of the 
things which we produced. But what 
we were really saving was not money, 
and the very act of saving was not what 
it seemed to be at all. We were not 
saving things for a rainy day, nor things 
to be consumed in our old age, as squir- 
rels might store up nuts for winter. 

Little or no food could be saved for 
very many years. Even clothing so 
saved would soon get out of style. 
Nevertheless, wealth was being saved by 
being converted as it were, not from 
things into money, but from things 
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which people needed for their own per- 
sonal consumption to things which no- 
body cared to consume but which would 
make it possible to produce consumer 
goods more rapidly. 

No farmer, for instance, could eat a 
mowing-machine; but if he ate all he 
raised on the farm, he might never be 
able to buy a mowing-machine or any- 
thing else which would make it possible 
for him to raise much more than he had 
been raising. By going without some 
of the food he produced, however, and 
selling what he went without, he might 
be able to buy machines which would 
enable him to produce much more food. 

That, in effect, is what the American 
farmer did; and as he improved his 
methods of production, he became pros- 
perous. Then he went on improving his 
methods of production and did not be- 
come so prosperous. By the time he 
had improved his methods so that he 
was producing more food than he could 
sell, he became very poor indeed. 

And all America, particularly during 
the past fifty years, was going through 
much the same process. We were or- 
ganized to increase production. That 
was the only practical way by which 
anything much could be really saved; 
and although in later years, it seemed 
that we became extravagant, we actually 
became more and more saving; and, in- 
stead of consuming all that we pro- 
duced, we set aside a larger and larger 
part of it for the building up of more 
and more efficient methods of producing 
wealth. 


But that process could not go on for- 
ever. The fact that financiers were not 
acquainted with any other process could 
not save us. Inevitably there would 
come a time when our machines would 
become so productive that, unless we 
arranged for a larger and larger con- 
sumption of these machine products, 
they could not be operated profitably, 
and further investments in more and 
more machinery could not possibly result 
in saving. 

That time came—that’s all. It came 
with a bang in 1929; but those who 
think the crash was due entirely to that 
optimistic bull market are likely to miss 
the point. It would have come inevita- 
bly if there had been no bull market, 
for there wasn’t any other known way 
to invest our savings than through per- 
fecting and expanding our machinery of 
production. 

Theoretically, of course, our financiers 
might have seen the necessity at about 
this time for doubling or tripling the 
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Are unusual terms justified 


in introducing a new line? 


follows: The retailer requires credit 

when making a purchase so that he 

may have sufficient time to sell the 
goods to the consumer, collect for the 
sale, and repay the supplier with the 
proceeds. In short, the main function 
of this credit is to facilitate the exchange 
of goods from supplier to consumer. 

Obviously, a merchant requires credit 
for only as long a time as it takes him 
to turn over the goods purchased and if 
he has spare funds or can borrow from 
his bank he may be able to pay his bills 
more promptly and effect savings by tak- 
ing advantage of cash discount. The 
factors giving rise to shorter and longer 
net term periods as between different 
lines of business are many and varied 
but generally speaking a direct relation 
exists between the net terms and the 
marketing period of the commodity in 
question. 

It is recognized that competitive con- 
ditions have influenced net terms. The 
manufacturer or jobber of standard 
brands of goods with consumer demand 
may enforce quick terms from the 
buyer. On the other hand, those dis- 
tributing substitute. goods or new lines 
may feel that they have to offer a longer 
term in order to place their goods with 
the dealer. This is the proposition be- 
fore us now. Clearly, this unhealthy 
tendency violates the economic justifica- 
tion for mercantile credit, which is, as 
stated above, to give the purchaser suf- 
ficient time to turn the . 

They are throwing into the sale as a 
premium unjustified credit terms—are 
selling credit along with the merchan- 
dise. We must add that this is con- 
trary to the modern trend as the tele- 
phone, telegraph, quick mail service and 
transportation and decreased hazards of 
shipment have made it possible to 
shorten the turnover period. is 

It is generally conceded that One of 
the major causes of the depression was 
the orgy of unjustified credit which 
preceded it. Credit was easy to get and 
in the halcyon days of 1928 and 1929 
sales d ts were in the saddle 
and the cry was “Volume!” and “More 
Volume!” One fundamental, basic rule 
of good business—that a sale is not 
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“NO” says E. M. MEYER, 
Sperry Flour Co., 
Tacoma, Washington. 


completed and the profit thereon real- 
ized until paid for—was ignored. Earn- 
ings were running high—on paper. 
Then came the day of reckoning and the 
business men of this country, including 
many credit men, woke up with a severe 
headache. 

It is not the purpose of this paper to 
analyze the causes of the depression, but 
only to point out in passing that with 
too many firms the lack of sound, 
definite credit policy and failure to en- 
force it were contributing causes to the 
financial disaster which followed. When 
this easy credit was extended, with the 
time of payment a minor issue, mer- 
chants bought and overbought. Sup- 
pliers’ accounts receivable pyramided 
and since there apparently was no end 
to the amount of credit to be obtained 
or length of terms merchants didn’t con- 
cern themselves about their own credit 
extensions but built up top-heavy book 
accounts. Customers’ ledgers were full 
of weak, irresponsible risks. 

Furthermore, since merchants weren't 
pressed for prompt payment of their 
payables they found themselves with 
spare funds, which went into the stock 
market along with the savings of the 
butcher, the baker, and the candlestick 
maker. When the pinch for money 
finally came innumerable. merchants 
found themselves with beautiful sets of 
accounts receivable. and little else in the 
shape of current assets. Throughout the 
depression one of the chief causes of 
failure in the Northwest, as well as 
everywhere else throughout the country, 
has been frozen accounts receivable. In 
adjustment cases instead of ranking ac- 


counts receivable ahead of merchandise 


in order of liquidity, normally the 
logical order, credit men came to regard 
even fixed assets more realizable and 
about the only thing accounts receivable 
outranked was deferred items. 

If you doubt this sit in on a sale con- 
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ducted by one of your own adjustment 
bureaus when a lot of accounts receiv- 
able are being auctioned off or check up 
with one of these bureaus and learn 
what the average return per dollar on 
accounts receivable is in adjustment 
cases. 

Early in the depression period busi- 
ness executives recognized the impor- 
tance of the credit deparunent and the 
functions it performs. The credit de- 
partment again became the balance 
wheel in the sales mechanism. Sound 
credit and collection policies were estab- 
lished and enforced. It was early real- 
ized that this called for a campaign of 
education, not only among the salesmen 
but also with the customers. 

This coming-back-to-earth process 
wasn’t accomplished in a day. It was a 
long, slow, tough job but the campaign 
is at last bearing fruit. The average 
merchant has finally recognized that 
when a supplier extends him loose 
credit and maintains a lax credit policy 
he is not receiving a favor but the sup- 
plier is actually setting a trap for him by 
tempting him to overbuy, pass along the 
credit to weak customers, and deplete 
his working funds to the point where 
possibly a meeting of creditors may be 
necessary. 

Therefore, the merchant is commenc- 
ing to view with suspicion the advances 
of such a supplier because he realizes 
that his lax policy means increased bad 
debt losses, which must be reflected in 
either higher prices or inferior quality 
of products. 

Most of the pioneering has now been 
done. Conservative, actual earnings are 
being realized but it is now suggested 
in this proposition, that an entering 
wedge be driven into the foundation of 
this structure so that the entire edifice 
so carefully reared will collapse like a 
house of cards. 

The proposition ignores the fact that 
we are selling merchandise and service 
but not terms, that the suggestion is 
contrary to economic law, and further- 
more, is contrary to the spirit of NRA 
codes now in effect and contemplated. 
For a momentary (Continued on page 51) 
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wages of American Labor and thus in- 
creasing the market for American goods. 
But our financiers had not studied 
finance: they had studied only that kind 
of financing which had been required 
during the period which had just ended. 

They urged everybody to save more 
resolutely than ever. That, they said, 
was how they got their start, and it was 
—by everybody's saving and investing 
the savings in more ways of increasing 
production. 

And that was the way—although they 
did not realize it—by which these same 
financiers would now get their finish. 

I am speaking, remember, not of the 
bad bankers, but of the good ones. A 
few villains could never have messed 
things up like that. It was the good 
bankers, who, by referring to the poli- 
cies which had once been so successful, 
urged our employers to cut wages and 
to lay off workers at a time when only 
universal employment at higher and 
higher wages could have saved the day. 

Not that they wanted to do it. They 
said it had to be done. And it did have 
to be done, and it will always have to 
be done, in any civilization which is 
struggling to change from an agrarian 
to a machine civilization. It does not 
have to be done, and it is disastrous to 
do it, in a civilization which can pro- 
duce an abundance for everybody. 

Soviet Russia had to do it. Russia 
had practically no machinery and no 
credit. Their system of production was 
mainly a peasant system by which, even 
if everybody were employed and the 
masses were to consume all that they 
produced, the standard of living would 
still be very low. If they were ever to 
have a higher standard, however, it had 
to go still lower. For they needed ma- 
chines, and the only way they could get 
the machines was through going with- 
out a large part of the little which they 
were producing, and using it largely to 
feed and clothe and care for the labor 
which would be needed in the produc- 
tion of power and machinery and equip- 
ment. 

I said I did not wish to attack Presi- 
dent Hoover. I think it was rather for- 
tunate for America, when this crisis 
arrived, that we had the sort of Admin- 
istration which we had. For President 
Hoover, by holding firmly to the old 
formulas; demonstrated conclusively that 
the old formulas were uttérly hope- 
less. at 

. Banks, for instance, were failing 
rapidly, early in the Hoover Administra- 
tion; and if this had been due to some 
ordinary mishap, instead of to the great 
revolutionary change which had come 
over us, the Hoover policy would have 
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been the correct policy. What was 
really causing the banks to fail, however, 
was that we had emerged from the era 
of scarcity, in which it was necessary to 
give first attention to the capitalization 
of more and more schemes for produc- 
tion, to the era of abundance in which 
it was necessary to arrange for consump- 
tion by the masses of the enormous vol- 
ume of things which it was now possible 
to produce. If this were not done, busi- 
ness could never again be profitable; 
and savings advanced to enterprises 





@ Thegolden gates of business 
prosperity are worthy of the 
climb, no matter how difficult 
it may seem. 





which could not be profitable would 
necessarily be lost. Of course the banks 
failed; for banks engaged in this losing 
game would necessarily tend to fail. 
Without blaming Mr. Hoover, then— 
because it was not merely the Hoover 
policy but the traditional American 
policy--we may remember how the 
Hoover Government came to the aid of 
the banks. It loaned them more money 
with which to continue this failing 








process so that, when they eventually did 
fail, they failed in a bigger way than 
they could possibly have failed without 
this government backing. 

The farmers, too, were generally los. 
ing money because they were producing 
so much more than they could sell; and 
the Government loaned them money 
with which to raise still bigger crops 
which they could not sell. And the 
farmers also succeeded in failing in a 
bigger way. 

We all remember the final crash. It 
did not come until months after Mr. 
Roosevelt's election; and my impression 
is that Democrats were quite as unpre- 
pared for it as were the Republicans. It 
cannot be claimed that even President 
Roosevelt knew what to do; and he took 
the first opportunity to confess to the 
American people that he did not. 

What he did know, however, and 
what all America by this time seemed to 
grasp, was that the old, traditional 
policies could not longer be relied upon. 
Some new way had to be tried. And 
although this idea did not dawn upon 
America until the black moment when 
every bank in the Nation had closed its 
doors, it more than offset the gloom 
caused by the bank holiday and America 
experienced its first real surge of hope 
in years. 

A new way had to be found. The 
New Deal came because a New Deal 
had to come; and only as we under- 
stand that, can ‘we grasp its A. B. C. 

The job might have been bungled. 
America might have been thrown into 
chaos and revolution; but out of it all, 
eventually, we would have to organize 
an entirely New Deal. 

How well the job would be done— 
and how much suffering and chaos 
might be avoided in its doing—de- 
pended mainly on just one thing. It 
depended upon how good a leader this 
incoming President would prove to be. 

Neither Washington nor Lincoln ever 
faced a more serious crisis in the history 
of our Nation. Surely it was no time 
for partisanship. It was no time even 
for quibbling over details. If Roosevelt 
could measure up to the demands of 
leadership, it was now up to every 
American who had any sense of the 
seriousness of the situation to see what 
we could do to back him up. 

Well—fortunately—our leader did 
not know what to do. If he had known 
what to do, he could not have been our 
leader; he would have been the leader 
merely of those who agreed with him. 

‘But he decided to find out what to 
do; ‘and when he did that, all Amer- 
icans, excepting those who do not be- 
lieve in acting (Continued on page 40) 

















by J. H. TREGOE, 
Past Executive Manager, 
, NL A.C. M., 1912-'27 


Chapter Ten: 
Conclusion 


from several directions in this 

period of sales fascination, that 

credit departments were unneces- 
sary. This doctrine expresses vividly 
the agnosticism of the times. The cur- 
rent of credit iconoclasm developed with 
the years, the deluge that would come 
later was not foreseen. The price index 
of twenty-six presented a full recovery 
from the price decline of twenty-one. 
Business was flowing with no appre- 
hension of the future. Every sales device 
was being worked enthusiastically. 

At this time the National Association 
embarked upon a new experiment. The 
manager of the central Division orga- 
nized and operated an Interchange 
Bureau in Tulsa, Oklahoma, for the 
petroleum refiners. A brotherliness and 
sincere cooperation had prevailed be- 
tween the National Retail Credit Asso- 
ciation and the National Association of 
Credit Men. Conference committees 
representing the two organizations met 
periodically to discuss matters of mutual 
interest. For the retail organization J. R. 
Hewett of Baltimore was a most inter- 
ested supporter of this intercourse. 

The credit women were coming to the 
front at this juncture, and the group 
gatherings at home and at the conven- 
tion advanced their prominence in the 
organization. The leaders in this inter- 
esting development were conspicuous 
for their credit thought. Miss L. M. 
Guth of New York and Miss Florence 
Banks of Los Angeles were pioneers in 
the women’s group idea. Mrs. W. H. 
Pouch of New York enthusiastically ap- 
proved and assisted the movement. 

In the second quarter of 1927 the 
writer, then Executive-Manager, an- 
nounced his intention to retire. His 
identification with the Association had, 
with a break of a few years only, been 
continuous since 1896. He had served 
the National Association as secretary, 
treasurer and executive-manager since 
January 1, 1912. 

Louisville very graciously asked to be 
host of the 1927 convention and as the 
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N. A. C.M. pioneers 


and traditions 


executive-manager was elected president 
of the National Association at the con- 
vention in Louisville in 1902, this final 
meeting under his direction was styled 
a “Silver Anniversary Convention.” 
The attendance surpassed expectations. 
The hospitality and entertainment gave a 
genuine happiness to the meeting. The 
business and addresses made it a note- 
worthy congress of credit managers. The 
Louisville Association presented the re- 
tiring executive-manager with three 
fine silver pieces; Mr. J. H. Scales of 
Louisville made the presentation in an 
address of great feeling and sincerity. 

The Department of Fraud Prevention 
was conducting an unremitting and suc- 
cessful attack on commercial crime. 
Seventy-five approved Adjustments Bu- 
reaus were actively functioning. They 
had liquidated estates with liabilities 
running into many millions. Sixty-six 
Interchange Bureaus were affiliated with 
the Central Bureau, where two million 
names were recorded and three thousand 
inquiries cleared daily. The educational 
appeal could not overcome the prevail- 
ing handicaps. Twelve chapters of the 
National Institute of Credit were re- 
ported only with 701 students. A mem- 
bership loss of 431 was reported by the 
Department manager. The total roster 
now stood at 28,975 and 145 local Asso- 
ciations. The budget of the year had 
been balanced with a small surplus. The 
Association’s reserve stood at $56,684. 
When assuming office in 1912 the entire 
National staff found by the executive- 
manager did not exceed 15. At the 
Louisville convention there were 183 in 
all Departments of the Association. 

George J. Gruen of Cincinnati, an 
outstanding worker, was elected presi- 
dent. J. H. Scales of Louisville became 
vice-president of the central Division. 
J. F. Wood of Richmond and F. D. 
Rock of San Francisco were re-elected 
vice-presidents of the eastern and west- 
ern Divisions. 

The ranks of the pioneers were again 
thinned by the passing of George R. 
Barclay of St. Louis and W. A. Hopple 
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of Cincinnati. These two men attended 
the Toledo convention of 1896 and 
never for a moment lost their interest 
in and affection for the Association. 

A committee had been appointed an- 
tecedent to the Louisville convention to 
recommend a successor to the retiring 
manager. This committee found the 
task difficult but finally presented to the 
National Directors their selection of Dr. 
Stephen I. Miller, who at that time was 
Educational Director of the American 
Institute of Banking. Dr. Miller ac- 
cepted the appointment and assumed 
office on November 1, 1927. 

The events following 1927 are so 
modern that reviewing them in these 
annals would be redundant. To a later 
historian will the task be passed of con- 
tinuing these annals and etching later 
events in the memories of readers remote 
from their occurrence. One trespass 
must be indulged upon the prerogatives 
of this later historian by mentioning in 
this chapter the retirement of Dr. Miller 
in the fall of ’31 and the selection of 
Henry H. Heimann of Niles, Michigan, 
for his successor. Mr. Heimann came 
into the office with an Association back- 
ground, a well developed credit per- 
spective, a practical business genius and 
in his hands the affairs of the National 
Association promise a most encouraging 
development. 

The loaning powers of the banks 
were increased with the accumulation of 
monetary gold. 

The eligible self-liquidating paper 
available would not absorb this loaning 
power. Gradually it began to seep out 
in speculative ventures. Loans were 
made abroad in vast sums, and too fre- 
quently without proper credit discrimi- 
nation. Building schemes appeared in 
the picture to attract loans and invest- 
ments. The seed was planted that grew 
like a bay tree into the inflation pyra- 
mid which collapsed in twenty-nine. 

The wholesaler in this high pow- 
ered sales pressure was gradually forced 
to retire. In only a few lines was whole- 
saling able to cope (Cont. on page 45) 
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Caught by the 
Convention s 


camera man! 


Candid camera catches couples completely conscious of cam- 
eramen. "C' what we mean? Then see if you can find yourself 
looking, or your friends, at the President's Ball at Los Angeles 
in this general view of the ballroom floor between dances. 


Five men in a row—and all N. A. C. M. leaders. In the usual order: 
Asst. Executive Manager David A. Weir, Convention Chairman and Past 
Vice President J. M. Rust, Past President Ernest |. Kilcup, Los Angeles 
President A. A. Normandin, and Executive Manager Henry H. Heimann. 


e West Coast smiles: (I-r) 
One of the registration clerks at Los 
Angeles, Portland's E. Don Ross, and 
Ken. Thomson, Secretary at Oakland, 
with membership trophy for Class "C". 


Presenting Miss Bess R. Havens of Bingham- 
ton, N. Y., where she is Secretary of the 
credit association. She's also head of the Na- 
tional Credit Women's Executive Committee. 








































































































































































































































































































































































The Association year has been one 
of progress in many lines. A part 
ly of this progress can be reflected in 
statistics of increase—a large part of 
it is of a more intangible nature, not 
lending itself to the use of figures, but 
nonetheless important. In many phases 
of our activities we have been able to 
materially strengthen the foundations in 
preparation for the rendering of even 
greater service by the Association in fu- 
ture months. This preparation for in- 
creased service activity is in line with the 
growing recognition of the vital import- 
ance of credit to our business structure. 
In speaking of the rendering of service 
by the Association and of the prepara- 
tion for rendering of additional service, 
I am not using the term merely as it ap- 
plies to our departments which are des- 
ignated as service departments, although 
the advances made there are material 
and the work itself is fundamental in its 
inaportance. 

Our Association has always recog- 
nized and still recognizes the tremendous 
value of the service to be rendered in 
the fields of legislation and education 
and through the medium of publications 
and other agencies to assist the credit 
executive in the tasks which he has to 
perform. Special attention has been 
given to this phase of our work during 
the past year and we plan for still 
further increase in such activity during 
the coming year. The report at this 
Convention given by the Chairman of 
the Legislative Committee and the Bank- 
ruptcy Committee will indicate some 
measure of the intensive effort along 
these lines. These so-called intangibles, 
as distinct from the work of the various 
service departments of the organization, 
are esseritial both from the viewpoint of 
the assistance given to the credit world 
and to business, and also from the stand- 
point of impressing upon business and 
government the importance of the work 
being accomplished by credit executives 
and by our Association. 
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Annual report of 


N.A.C.M. activities 


by HENRY H. HEIMANN, Executive Manager, N. A .C M. 


In our official publication, ‘Credit 
and Financial Management,” as well as 
in other publicity matter issued from the 
National Office, more and more em- 
phasis is being placed upon treatment 
of the problems which are faced by 
credit executives. It will be the policy 
to still further emphasize this line of 
thought and action, looking upon 
CREDIT AND FINANCIAL MANAGEMENT 
as the official organ of the National As- 
sociation of Credit Men, and as a lively 
forum of modern thought concerning 
the problems of the credit executive. 
From the fiscal point of view, we are 
pleased to report that our magazine 
closed the year with a comfortable mar- 
gin over the budget figures, and that the 
advertising revenue is steadily and con- 
sistently moving upward. 

In the educational part of our Asso- 
ciation work there have been numerous 
evidences of renewed interest in most 
sections of the country. This work is so 
important, not only to the training of 
younger people in credit work, but also 
by way of stimulation to the older men 
in the field, that every local Association 
should give special attention to the 
carrying on of educational activities af- 
filiated with the National Institute of 
Credit. During the year our educa- 
tional activities were further supple- 
mented by the most excellent work of 
Mr. J. H. Tregoe. Mr. Tregoe, who 
lives and breathes the Association, and 
who has its interests so dear to his heart, 
gave valuable service which both Mr. 
Weir, our Educational Director, and my- 
self appreciate, and which I at this time 
publicly acknowledge. 

In our membership activities, while 
we are not able to report a net increase 
for the past year, the report given by 
the Chairman of the Membership Com- 
mittee at this Convention discloses a 
much better condition than has been ex- 
istent for the past several years. The 
number of new members has been 
larger, and the nurcber of resignations 
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smaller than at any time during the past 
five years. During the past 90 days the 
membership has shown a net increase. 
It is at least equally encouraging to note 
from personal contact with our man- 
agers and members in all sections of the 
country that there is a general feeling of 
optimism concerning the future trend of 
membership in the Association, and also 
that we now have an interested working 
membership which realizes the value of 
Association activities. I want to make 
a special appeal for an even greater in- 
terest in this membership activity, since 
a substantial and steady increase in 
membership will enable the Association, 
both locally and nationally, to be of 
greater assistance to credit executives 
and will enable credit executives to bet- 
ter perform their functions to business. 

A healthy condition in our Adjust- 
ment Bureau work is indicated by a 
notable increase in the number of users 
of the adjustment and collection service, 
as well as in the strengthening of the 
financial position of a great many of our 
bureaus throughout the country. Our 
National Adjustment Bureau Depart- 
ment, working in close cooperation with 
the heads of the local Bureaus, has made 
progress in raising the standards of our 
approved Bureaus, in providing for a 
greater degree of coordination in the 
work of the various approved Bureaus, 
in improvement of the inspection and 
audit service, and in education of mem- 
bers toward a greater appreciation of 
the advantages of using our own collec- 
tion and adjustment facilities. The need 
of further standardization in this De- 
partment is, of course, evident to all of 
us. May I beseech the local Associa- 
tions and particularly their Boards of 
Directors, to view these requirements of 
standardization from a broad angle, and 
recognize the importance of having the 
entire organization function as a unit. 
We intend to further strengthen all of 
our Adjustment Bureaus through bring- 
ing about a greater degree of uniformity 
in their practices and policies during the 
course of the coming year. 
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The report given at this Convention 
by the Chairman of the National Credit 
Group Committee outlines in some de- 
tail the work which has been done in 
this department. I shall merely empha- 
size the fact of the continued contact 
made with trade associations for the 
purpose of presenting the advantages of 
using the recognized credit services of 
our Association, as well as stressing the 
fact that there has been continued devel- 
opment in the field of local credit group 
organization and activity. In order that 
the work of this committee may be even 
more closely coordinated with our Inter- 
change activities, effective as of June 
15th, the Credit Group promotion and 
development will be placed directly 
within the charge of the head of the 
Central Interchange Bureau. This is a 
natural and logical step since the work 
in the two fields is so inseparably as- 
sociated. Adequate personnel to meet 
the needs in this effort will be provided 
the Central Bureau Director. 

The work of the Foreign Department 
and the Foreign Credit Interchange Bu- 
reau have made advances even in the 
face of the unsettled conditions in for- 
eign trade. There has been advance 
also in an appreciation by the locals of 
the work which this department is per- 
forming and can perform. The Bureau 
has cooperated with local Associations 
both by way of furnishing credit reports 
on orders from abroad and by way of 
assisting local secretaries in foreign trade 
information called for by their members. 
During the past few months the number 
of members in this department has in- 
creased and the finances of the Bureau 
have been maintained in a sound con- 
dition. 

The Fraud Prevention Department, 
operating in the centers which are 
usually most productive of commercial 
fraud, has continued to serve the interest 
of creditors. During the past year 84 
convictions and 61 indictments have 
been secured in cases presented to the 
attention of the department by its sub- 
‘scribers. During the nine years of its 
operation this department reports 1,487 
convictions and 2,754 indictments in 
cases which it was called upon to inves- 


tigate. Our plans call for a continuation. 


of this service centered in the localities 
where commercial crime is most likely 
to exist and where the business interests 
recognize the importance of its activities 
sufficiently to maintain such operation. 
Particularly in recent weeks this depart- 
ment has become much more aggressive, 
and our contract service solicitation has 
met with splendid reception. May I 
Suggest that any interested members be 
tefetrred to the Fraud Prevention De- 





partment for details of our Fraud Pre- 
vention program. 

The department having to do with 
the sale of the Credit Manual and the 
forms shows improvement both in op- 
erating costs and income. The plans in 
prospect for the coming year contem- 
plate increased sales volume in an en- 
deavor to offset increasing printing and 
compilation costs. 

In reporting upon the various depart- 
ments of the Association I have left 





until last the Interchange Department. 
I have not done this because of the feel- 
ing that it is unimportant, but rather 
because of the feeling that it is so ex- 
ceedingly important to credit executives 
and to our Association that this work 
should have special comment. Definite 
progress has been made during the past 
year by way of substantial increase in 
the use of Interchange reports. There 
is also apparent in all sections of the 
country a marked recognition on the 
part of credit executives of the need for 
this type of service and of the fact that 
it is essential that our Interchange op- 
erations be carried on and still further 
developed. While the increase in usage 
of this service is highly encouraging, 
there should be still further marked in- 
crease in usage if your Association is to 
render as complete a service on ledger 
information as we would like to render. 
It should be apparent to all thinking 
credit executives that the record of how 





debtors are making payments is more 
essential than is any other type of credit 
information which can be procured. 

In the nature of things, changes are 
constant. We are living in an age in 
which evolutionary forces are at work. 
While our Interchange Bureau has been 
exceedingly well worth-while, I would 
be unfair did I not say to you that de- 
spite the splendid services of our Inter- 
change personnel, we are impatient with 
the tardiness of its fuller development. 
We must view things from a broad 
viewpoint, and constantly seek to im- 
prove and develop our services. We 
further realize that the services we are 
to perform are such as the credit execu- 
tives and American industry desires we 
perform. The customer is the man to 
be satisfied; in this our situation is no 
different from that of any other busi- 
ness. 

There is much progress that could be 
made in the Interchange field providing 
the funds were available with which to 
undertake the work. We believe Amer- 
ican industry and the credit executives 
want the further development of Inter- 
change. If they do, they must recognize 
such development cannot be brought 
about without adequate financing. If 
they are unwilling to finance it, the 
growth of our service must necessarily 
be much slower than we would desire it 
to be. 

We should never be willing to remain 
complacent because a service is satisfac- 
tory. The fact that there is no other 
service now being rendered that even 
compares to the Interchange service 
should not cause us to become self- 
satisfied so long as we know that this 
service can be built to a greater degree 
of perfection than it has heretofore en- 
joyed. Let us have the courage to sub- 
mit our Interchange service for appraisal 
by American Industry. Its future must 
be determined by the credit executives. 

Most of you are aware that during the 
past year the Service Corporation of the 
National Association has assumed direct 
responsibility for the operation of sev- 
eral local service units in markets which 
are essential to the maintenance of a 
country-wide system. In every case such 
operation has been sponsored by the 
National at the specific request of the 
local officers and directors. One of the 
most encouraging things in connection 
with the assumption of such responsi- 

bility by the Service Corporation has 
been the strong expression of opinion 
from credit executives in these localities 
that they must have the type of credit 
service which they (Cont. om p. 28) 
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The new corporate 


to the Bankruptcy Act providing for 

the reorganization of corporations, 

was signed by President Roosevelt. 
The amendment adds to the Bankruptcy 
Act a new Section 77-B entitled: ‘‘Cor- 
porate Reorganizations” which became 
effective upon signature of the bill by 
the President. 

1. Purpose of the Statute —'‘The bill 
grants to corporations the same type of 
relief that was granted by * * Congress 
to farmers, individuals and railroads. * * 
The bill follows, in a general way, the 
provisions of those amendments of the 
72nd Congress.” (Statement of Senator 
Van Nuys of the Senate Judiciary Com- 
mittee 78th Cong. Rec. May 1, 1934, 
pages 8074-5.) It is designed to re- 
place the cumbersome, expensive and 
dilatory federal equity receivership pro- 
ceedings under which corporations were 
compelled to reorganize, prior to the 
enactment of this law. It is intended 
to permit corporations, on their own 
initiative, or that of their creditors or 
stockholders, to effect a reduction of 
fixed charges and to scale down an ex- 
cessive debt structure so that the cor- 
poration may continue its operations on 
a profitable basis. 

2. What Corporations may Avail 
Themselves of the Privileges of the Act. 
—Any corporation, except a municipal, 
insurance, banking, building and loan 
association or railroad corporation en- 
gaged in the transportation of persons 


n June 7th, 1934, an amendment 
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Or property in interstate commerce. 


3. How Proceedings Are Com- 
menced.—(a) The corporation may file 
an original petition, or before adjudica- 
tion, in an involuntary bankruptcy pro- 


A light in the darkness as to just what's 


what in the recent bankruptcy changes. 


ceeding, an answer, or in any pend- 
ing bankruptcy proceeding, a petition, 
whether or not it has been adjudicated 
a bankrupt, stating: (1) the requisite 
jurisdictional facts; (2) the nature of 
its business; (3) a brief description of 
its assets, liabilities, capital stock and 
financial condition; (4) if a prior pro- 
ceeding is pending, the name of the 
court in which it is pending and the 
mature of such proceeding; (5) facts 
showing the need for relief, and (6) 
that it is insolvent or unable to meet 
its debts as they mature, and desires to 
effect a plan of reorganization. 

(b) A subsidiary corporation, the 
majority of the capital stock of which, 
having power to vote for the election 
of directors, is owned either directly 
or indirectly (through an intervening 
medium) by any corporation which has 
invoked the jurisdiction of the court 
for reorganization under this act, or 
substantially all of whose properties are 
operated by such corporation under lease, 
Or operating agreement, may file with 
the court in which the parent corporation 
had filed its petition, or answer, and in 
the same proceeding, a petition stating: 
(1) that it is insolvent or unable to 
meet its debts as they mature, and (2) 
that it desires to effect a plan of re- 
organization in connection with or as a 
part of the plan of reorganization of 
the parent company. 

(c) Three or more creditors having 
provable claims against any corporation 
amounting in the aggregate in excess of 
the value of securities held by them to 
$1,000 or over, may, if such corporation 
has not filed a petition or answer under 
the Act, file with the court in which 
such corporation may file a petition, a 
petition stating: (1) that such corpora- 
tion is insolvent or unable to meet its 
debts as they mature, and (2) if a prior 
proceeding in bankruptcy or equity re- 
ceivership is not pending, that it has 
committed an act of bankruptcy within 
four months, (3) that such creditors 
propose that it shall effect a reorgani- 
zation. 
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4. Where Petitions Shall Be Filed. — 
With the court in whose territorial juris- 
diction the corporation, during the pre- 
ceding six months, or the greater por- 
tion thereof, has had its principal place 
of business or its principal assets, or in 
any territorial jurisdiction in the state 
in which it was incorporated. 

5. Transfer of Proceedings.—The 
court shall, upon petition, transfer said 
proceedings to the territorial jurisdiction 
where the interests of all parties will 
be best subserved. 

6. Filing Fee.—The petition or answer 
shall be accompanied by payment to the 
Clerk of a filing fee of $100.00 in addi- 
tion to the fees required to be collected 
by the Clerk under other sections of the 
Bankruptcy Law. 

7. Approval of Petition —Upon the 
filing of such a petition or answer, the 
judge shall enter an order either ap- 
proving it as properly filed, if satisfied 
that such petition or answer complies 
with the Act and has been filed in good 
faith, or dismissing it. 

8. No Order of Adjudication.To Be 
Entered.—If the petition or answer is 
approved, no order of adjudication shall 
be entered. 

9. Jurisdiction of the Court.—The 
court entering an order approving the 
petition or answer, has exclusive juris- 
diction of the proceedings, and of the 
debtor and its property wherever lo- 
cated, together with all the powers not 
inconsistent with the Act, which a fed- 
eral court would have had it appointed 
a receiver in equity of the property of 
the debtor by reason of its inability to 
pay its debts as they mature. 

10. Corporation Designated as “Debt- 
or’.—Throughout the proceedings, the 
corporation is referred to as a “debtor” 
rather than a “bankrupt.” 

11. Time for Answer to Creditors Pe- 
tition—Ten (10) days after service 
upon the corporation of such petition. 

12. Contents of Answer.—May admit 
or deny the jurisdiction of the court and 
the material allegations of the petition. 

13. Proceedings Upon Filing Answer. 
—(a) If the answer admits the jurisdic- 
tion of the court and the material allega- 
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tions of the petition, the court shall 
enter an order approving the petition as 
properly filed, if satisfied that it com- 
plies with the Act, and has been filed in 

faith, or the court may dismiss it 
if not so satisfied. 

(b) If the answer denies the material 
allegations of the petition, the issues are 
to be determined summarily by the judge 
without intervention of a jury and the 
court may approve the petition or dis- 
miss it as the facts appear. If approved, 
the proceedings are the same as though 
the corporation had filed a voluntary 
petition or answer. 

14. Effect of Dismissal of the Pro- 
ceedings—If the petition, answer or 
proceedings are dismissed, the same shall 
not constitute an act of bankruptcy or 
an admission of insolvency or be ad- 
missible in evidence without the consent 
of the debtor in any proceedings then 
or thereafter pending or commenced 
under the Act, or in any federal or state 
court. 

15. Right of Creditors and Stockhold- 
ers to Controvert Facts Alleged in the 
Petition or Answer.—(a) Three or more 
creditors with provable claims amount- 
ing to $1,000.00 or over, in excess of 
any securities held by them, or (b) 
stockholders holding five percent (5%) 
in number of all shares of stock of any 
class outstanding, may, prior to the hear- 
ing for the appointment of trustees (see 
“24” below) appear and controvert the 
facts alleged in the petition or answer. 
The issues thus raised shall be deter- 
mined by a judge without a jury, and 
unless the material allegations of the pe- 
tition or answer are sustained by the 
proofs, the proceeding shall be dis- 
missed. 

16. Provisions of a Plan of Reorgani- 
zdtion—(a) Mandatory Provisions: 

(1) Modification or alteration of the 
rights of creditors generally, or of any 
class of them, secured or unsecured, 
either through the issuance of new se- 
curities of any character or otherwise; 

(2) payment in cash of costs of 
administration and other allowances, 
€xcept that compensation or reimburse- 
ment for services rendered, and expenses 


incurred in connection with the proceed- 
ing by officers, parties in interest, de- 
positaries, reorganization managers and 
committees or other representatives of 
creditors or stockholders and their at- 
torneys or agents may be paid in se- 
curities with the consent of the parties 
entitled thereto; 

(3) adequate protection for each 
class of stockholders of which less than 
a majority shall accept the plan (unless 
the debtor is insolvent, or the interests 
of such class of stockholders will be not 
affected adversely by the plan) for the 
realization of the value of their equity, 
if any, in the property dealt with by the 
plan, either (a) by a sale of the prop- 
erty at not less than a fair upset price; 
(b) by appraisal and payment in cash 
of the value either in stock or at the 
objecting stockholder’s election, of the 
securities allotted to such stockholders 
under the plan, if any shall be so al- 
lotted, or (c) by such methods as will 
do substantial justice to such stockholders 
under the circumstances of the particular 
case. ; 

(4) Adequate protection for the reali- 
zation by each class of creditors of which 
less than two-thirds in amount shall ac- 
cept the plan (unless the claims of such 
creditors will not be affected by the plan, 
or the plan makes provisions for the pay- 
ment of their claims in cash in full), of 
the value of their interests, claims or 
liens, if the property affected thereby is 
dealt with by the plan either (a) by 
the transfer or sale of said property, 
subject to such interests, claims or liens 
or by the retention of such property by 
the debtor, subject thereto, or (b) by a 
sale free of such interests, claims or liens 
at not less than a fair upset price and 
the transfer of such interests, claims or 
liens to the proceeds of such sale or 
(c) by appraisal and payment either in 
cash of the value of such interests, 
claims or liens, or at the objecting credi- 
tors’ election, of the securities allotted 
to such interests, claims or liens under 
the plan if any shall be so allotted, or 
(d) by such method as, in the opinion 
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of the judge, will equitably and fairly 
provide such protection. 

(5) Specification of any creditor or 
stockholder, or class or classes thereof, 
not affected by the plan, and such pro- 
vision with respect thereto as may be 
appropriate,—any controversy in this 
connection to be determined by the judge 
after hearing, upon notice to the inter. 
ested patties. é 

(6) Specifications of what claims, if 
any, are to be paid in cash in full; 

(7) Provision of adequate means for 
the execution of the plan which may 
include the transfer of the debtor’s prop- 
erty to another corporation or corpora- 
tions, or consolidation of the debtor’s 
property with those of another corpora- 
tion, or merger, or consolidation of the 
debtor into, or with another corporation 
or corporations, or the retention of the 
property by the debtor, the distribution 
of assets among creditors, or any class 
thereof, the satisfaction or modification 
of liens, indentures, or other similar in- 
struments, the curing or waiving of de- 
faults, extention of maturity dates of 
outstanding securities, change in interest 
rates, and other terms of such securities, 
the amendment of the charter of the 
debtor, issuance of securities of either 
the debtor or any such corporation or 
corporations, for cash, or by exchange 
for existing securities, or in satisfaction 
of claims or rights, or for other appro- 
pftiate purposes. 

(b) Permissive Provisions: 

(1) Modification or alteration of the 
rights of stockholders generally or of 
any class of them either through the is- 
suance of new securities of any character 
or otherwise. 
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(2) The plan may deal with all or 
any part of the property of the debtor, 
and may include any other appropriate 
provisions not inconsistent with the Act. 

17. Definitions —(a) A creditor or 
stockholder is deemed to be “‘affected’’ 
by any plan of reorganization only in 
the event that the same affects his inter- 
ests materially and adversely; (b) “‘se- 
curities” includes evidence of indebted- 
ness either secured or unsecured, stock, 
certificates of beneficial interest therein, 
and certificates of beneficial interests in 
property; (c) ‘stockholder’ includes 
holders of voting trust certificates; (d) 
“creditors” includes holders of all claims 
of whatever character against the debtor 
or its property, including claims under 
executory contracts whether or not the 
same would constitute provable claims 
under the other provisions of the Bank- 
ruptcy Act; (e) “claims” includes debts, 
securities (other than stock), liens, or 
other interests of whatever character. 


18. Priorities. — Unsecured claims 
which would have been entitled to pri- 
Ority over existing mortgages, if a re- 
ceiver in equity of the debtor's property 
had been appointed by a federal court 
on the date of the approval of the peti- 
tion or answer under this section, are 
entitled to such priority and the holders 
of said claims or other claims, if any, 
of equal rank, are to be treated as a 
separate class of creditors. 


19. Claims for breach of Executory 
Contracts or Unexpired leases of real 
estate.—(a) In case such contracts shall 
be rejected pursuant to the direction of 
the judge in a proceeding instituted un- 
der this section, or shall have been 
rejected by a trustee or receiver in bank- 
ruptcy, or receiver in equity, any person 
injured by such rejection shall be 
deemed to be a creditor. (b) The claim 
of a landlord for injury resulting from 
che rejection of an unexpired lease of 
real estate, or for damages or indemnity 
under a covenant contained in such lease, 
constitutes a general unsecured claim, 
but is limited in amount to the rent, 
without acceleration, reserved by the 
lease for the three years next succeeding 
the date of surrender of the premises to 
the landlord, or the date of re-entry of 


‘the landlord, whichever first occurs, 


whether before or after the filing of the 
petition, plus unpaid rent accrued up to 
the date of such surrender or re-entry. 
The court is directed to scrutinize the 


- citcumstances of an assignment of fu- 


tute rent claims, and the amount of the 
consideration paid for such assignment, 
in determining the amount of damages 
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to be allowed to the assignee. 

20. Rights of Secured Creditors.—In 
the case of secured claims, the value of 
the security is to be determined in the 
manner provided by Sec. 57-(h) of the 
Bankruptcy Act, (that is, by converting 
the same into money according to the 
terms of the agreement, pursuant to 
which such securities were delivered to 
such creditors or by such creditors and 


It's as broad as it is long... 
you can get only as much from 
a bankruptcy as there is left 
for division among creditors. 


the trustee by agreement, arbitration, 
compromise, or litigation, as the court 
may direct) and if the value of the se- 
curity so determined is less than the 
amount of the claim, the excess may be 
classified as an unsecured claim. 

21. Preferences—The provisions of 
Sec. 60 of the Bankruptcy Act defining 
a preference and providing for its re- 
covery are incorporated by reference in 
the provisions of this section, and are 
applicable to reorganization proceedings. 

22. Attorneys, Agents and Commit- 
tees.—Creditors may act in person by 
an attorney-at-law, or by a duly author- 
ized agent, or committee. The judge is 
directed to scrutinize and may disregard 
any limitations or provisions of any de- 
positary agreements, trust indentures, 
committee or other authorizations affect- 
ing any creditor acting under this sec- 
tion, and may enforce an accounting 
thereunder, or restrain the exercise of 
any power which he finds to be unfair 
or not consistent with public policy and 
may limit any claims filed by such com- 
mittee member or agent to the actual 
consideration paid therefor. 

23. Statutes of Limitations Suspended. 
—All statutes of limitation, whether 
prescribed by the Bankruptcy Act or 
otherwise, ate suspended during the 
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pendency of a proceeding under this 
section. 

24. Jurisdiction of the Judge—Upon 
approving the petition or answer or at 
any time thereafter, the judge: (1) 
Appointment of trustees: May, after 
hearing, upon notice to the debtor and 
to such others as the judge may deter. 
mine, temporarily continue the debtor in 
possession, Or appoint a trustee or trus- 
tees of the debtor’s estate, and shall re. 
quire the debtor of such trustee or 
trustees, if appointed, to give such no. 
tice as the order may direct to creditors 
and stockholders, and to cause publica- 
tion thereof to be made once a week for 
two successive weeks, of a hearing to 
be held thirty (30) days after such 
appointment, or if no such appointment 
has been made within thirty (30) days 
after the approval of the petition or 
answer, at which hearing or any adjourn- 
ment thereof, or at any subsequent hear- 
ing after notice, the judge may make 
permanent any such appointment or 
terminate it and restore the debtor to 
possession, or, if no trustee has been 
appointed, may appoint a trustee or 
trustees, and may remove any such 
trustee or trustees, and continue the 
debtor in possession, or appoint a sub- 
stitute trustee or trustees, or an addi- 
tional trustee or trustees. 


(2) Trustee's Bond: Shall fix the 
amount of the trustee’s bond, upon filing 
and approval of which, the trustee has 
the same title to the debtor's assets as 
an ordinary trustee appointed in bank- 
ruptcy, and if authorized by the judge, 
in addition thereto, the powers of a 
receiver in equity, with the power to 
operate the business of the debtor during 
such period fixed, or indefinite, as the 
judge may prescribe. 

(3) Trustee’s Certificates: May au- 
thorize the debtor or the trustee, if ap- 
pointed, to issue certificates for cash, 
property, or other consideration ap- 
proved by the judge upon such terms, 
conditions and with such security and 
priority of payments for existing obliga- 
tions, secured or unsecured, as may be 
lawful in a particular case. 


(4) Schedules: Shall require the 
debtor or the trustee, in lieu of the 
schedules required by Sec. 7 of the Bank- 
ruptcy Act, to file such schedules and 
submit such information as may be 
necessary to disclose the conduct of such 
debtor’s affairs and the fairness of any 
proposed plan; and may direct the 
debtor or the trustee to prepare (a) 4 


.list of bondholders and creditors of, of 


claimants against, the debtor's property 
and the amounts and character of theif 
debts, claims and (Continued on page 46) 
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Annual 
\ report 


(Cont. from page 23) felt could be given 
by no other organization except the Na- 
tional Association of Credit Men. 
Once again I appeal to our members 
to use all of the service facilities of the 


Association. This is not a selfish appeal - 


nor one made primarily in the interests 
of the Association. It is based upon a 
sincere conviction that our service de- 
partments have proved the right to sup- 
port, and upon the further conviction 
that there is no private organization, re- 
gardless of how meritorious its activities 
may be, which is so fitted to give the 
value to credit executives which can be 
given by the organization owned and 
controlled by the credit executives them- 
selves and operated solely in their in- 
terests. 

I would not close this brief summar- 
ization of our activities and plans with- 
out expressing appreciation to all of 
those who have made our progress pos- 
sible. As Executive Manager of your 
Association, I want to publicly express 
my appreciation to the President, Ernest 
I. Kilcup, for his fine direction during 
the year, and to all the officers, the ad- 
ministrative committees, national direc- 
tors and members, as well as to the 
personnel of the local offices for the 
loyal support and cooperation during the 
past year. 

You can also understand how I would 
want in particular to express my ap- 
preciation to the staff, who under the 
very able direction of the Assistant 
Executive Manager, Mr. David A. Weir, 
carried on so splendidly while I was 
rendering service in Washington. 

During the course of the year some 
of the Western offices entered into a 
special line of service for the member- 
ship. The National Association, upon 
the request of these Western offices, 
tried to help bring about a degree of 
standardization in this work. 

-I am happy to report that for the 
third successive year the National Office, 
despite restricted income and greater 
service, has been able to balance its 
budget. I sometimes feel that these sav- 
ings have been made by throwing too 
great a burden upon the physical endur- 
ance of the members of the staff. The 
staff of ‘the National Office has at all 
times had as an objective the financial 
stability of this organization. When we 
consider the additional work of a worth- 
while character that we might undertake 
if our income was increased through 
membership ion, or if it were 
supplemented by special funds, we find 
ourselves strongly advocating these meas- 
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ures because we know the possibilities 
in added income, practically all of which 
would be available for further construc- 
tive work. 

For the third year our budget has 
been balanced and net working capital 
has been increased. This has been most 
difficult to accomplish in view of our 
decline in income. (Continued on page 51) 


Constructive 
i credit 


(Cont. from page 14) defaulted, others 
have made merely token payments. This 
in turn has given rise to moral indigna- 
tions, but while we are in the midst of 
a rather free expression with respect to 
those who do not meet their obligations, 
the Supreme Court of this nation re- 
minds us that we at one time were in a 
similar situation when it suggests that the 
Principality of Monaco cannot sue the 
State of Mississippi upon $100,000 of 
1841 defaulted bonds. In addition to 
this specific instance, the students of 
financial history of the United States 
are well aware of the performance of 
some of the States of this nation with 
respect to their obligations arising out 
of the Civil War. 

We, who deal in credit, turn our eyes 
toward Washington with admiration, 
once again I say, for the man who is our 
leader, but with considerable misgiving 
about certain Washington groups who 
seem to feel that credit can be extracted 
from the air, and manufactured in quan- 
tities without limitation. They do not 
know the true meaning of credit, and 
they realize even less that the very poli- 
cies of generous credit which they now 
so earnestly advocate were largely re- 
sponsible for the debacle forced upon 
us in 1929. They speak of regimenta- 
tion of bank credit, for purposes of 
making bank credit more easily procur- 
able, when the whole nation is still reel- 
ing under the injudicious and foolhardy 
appraisal of credit on the part of the 
banks. Once the seriousness of the 
foolhardy banking practices was realized 
there ensued a general collapse of our 
banking system. While innocent stock- 
holders of banks are still scrambling to 
meet their stock assessment arising out 
of double liability and depositors are 
still suffering deprivations because of 
the banking collapse, certain of our 
political leaders are besieging the banks 
to once again loosen their credit streams. 
If the bankers follow their advice and 
fail to use good judgment these credit 
streams will again be frozen, and the 
sad experience of those black and dark 
days of March 4, 1933, will ultimately 


be repeated. 


They speak of regulatory stock ex. 
change bills and security legislation as 
preventing the flow of capital into 
worth-while investment channels. They 
do not reason nor weigh the situation. 
The misunderstanding in this arises be- 
cause of the two extreme positions—on 
the one hand those who are unwilling 
to recognize there was anything wrong 
with the immoral days of 1927, 1928 
and 1929, and who would be unwilling 
to concede that the stock market opera- 
tions of those days were in many cases 
highway robbery. 

On the other extreme we have those 
who contend that because of the bad 
practices and the trickery and chicanery 
of the boom days, the entire stock ex- 
change and securities market should be 
dispensed with. Constructive credit 
men know that all of the security bills 
and all of the stock exchange regula- 
tions will not prevent the flow of capital 
into worth-while enterprises, but that 
when owing to uncertainty in monetary 
affairs, instability in legislative matters, 
and explorations in various new eco- 
nomic schemes, reasonable safety can 
not be assured for an investment; and 
while these doubts prevail, capital will 
not flow even though we enact legisla- 
tion from now to doomsday to make it 
find employment. 

Misunderstanding of credit: When 
they speak of making direct loans to in- 
dustries, of furnishing credit to rail- 
roads, to banks, to agriculture, they do 
not mean credit, but they are really 
speaking of capital. Credit is something 
that arises out of commercial transac- 
tions, is created by commercial trans- 
actions, whereas what they seek to do 
in Washington is to pledge capital 
drawn from a storehouse largely filled 
over our nation’s history by means of 
the tireless effort of credit in its con- 
structive and normal operations. While 
the reserve has been unusually large, one 
need hardly warn you that there must 
be an end some time, somehow, to the 
orgy of spending and loaning. 

While no one, in view of the critical 
situation that confronted’ us, will com- 
plain of the various governmental poli- 
cies which heroically sought to lift us 
from the depression, and which in 4 
measure may have succeeded, we must 
recognize that these expenditures and 
the growing army of the public payroll, 
the tremendous taxation costs including 
those of an indirect nature such as code 
costs, processing taxes and the like, will 
soon prove a burden from which there 
will be no escape, save and except 
through generations of toil and thrift or 
what is worse, printing press money 
which will lead (Continued om -page 30) 









Making bankruptcy 
pay |00 percent plus 


by H.M. KESSLER, Manager, Estates Dept., Louisville C. M.A. 


that creditors receive little or noth- 

ing from most commercial bank- 

ruptcy cases, as a direct result of 
waiting too long to take ACTION. In 
many cases, cteditors by indecision or 
procrastination, permit a debtor while 
insolvent, to dissipate the assets, before 
taking remedial steps. In support of 
this principle, the following interesting 
and illustrative case is cited, the admin- 
istration of which has just concluded: 

March 15, 1933—An_ involuntary 
bankruptcy petition was filed against 
the Consolidated Poster Advertising 
Company, Incorporated, of Louisville, 
Kentucky, alleging that while insolvent, 
the company had committed an act of 
bankruptcy in paying certain creditors. 
On the petition of creditors, a receiver 
was appointed, with authority from the 
Federal Court to continue the operation 
of the business. In due course, the ad- 
judication was obtained, by default, the 
company not having offered any de- 
fense. 

An audit of the bankrupt’s affairs 
made under the auspices of the receiver 
showed that current liabilities aggregat- 
ing $41,340.65 exceeded current assets 
by $35,567.18. There was no cash 
available and no way of obtaining work- 
ing capital. This frozen condition of- 
fered no hope for a rehabilitation. The 
receiver, therefore, concentrated on op- 
erating to the point where the assets 
could be sold as a unit and a going 
concern, 

This conclusion seemed logical be- 
cause of the absolute impossibility of 
reorganizing or refinancing, a result of 
bitter discord between the officers, di- 
rectors, and stockholders. One stock- 
holder, with thirty-two shares out of a 
hundred, was president of a local com- 
petitor plant, and two directors holding 
three shares each were connected with 
and employed by a national competitor 
company. 

On May 26, 1933, the receiver was 
elected trustee, after an unsuccessful ef- 
fort had been made by the disgruntled 
and competitive factions to elect a 
trustee of their own choosing. The pur- 


Fi has been written to show 
uu 





pose was obvious. The trustee was con- 
tending that as a going concern, the 


plant was still valuable. As a disin- 
tegrated lot of signboards, leases and 
real estate, it was worth no more than 
its competitors wanted it to be worth, 
junk. 

On July 14, 1933, the poster plant, 
as a going business, including approxi- 
mately 880 signboards, the trustee's 
right, title and interest in and to all 
poster panel leases, contracts for adver- 
tising, etc., was offered for sale to the 
highest bidder. At 9:30 A. M., the 
bidding began at a nominal figure—at 
1 o'clock in the afternoon, $40,050 
and sold! These sign boards and leases, 
which one of the attorneys in the case 
had pleaded feverishly with the court 
a few weeks prior would not bring more 
than $15,000, were sold for $40,050. 
In addition to the assets sold, the trustee 
held title to some fourteen pieces of real 
estate, unencumbered except for taxes. 

RESULT—General unsecured cred- 
itors were paid one hundred cents on 
the dollar, and more than $5,000 in 
cash and $20,000 in real estate returned 
to stockholders. 

Through the usual disintegrating 
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processes of continued operation with- 
out adequate working capital, valuable 
lease-holds comprising the poster plant 
would have been lost to competitor 
companies one by one, due to the in- 
ability of the debtor company to pay 
the rent. Sooner or later, there would 
have been no poster plant to sell, and 
the story might have been told in the 
usual apologetic way, except for the 
foresight of getting control of the assets 
before ‘wholesale depreciation” had set 
in, and following through with a re- 
ceiver and trustee, whose sole interest 
was to administer the estate, honestly, 
courageously and with neither fear, nor 
favor. 

MORAL—The Adjustment Bureaus 
of the National (Continued on page 51) 


A promise — 
not a speculation 


Investment 
soundness made it possible 
for this company to keep its 
promises to every policy- 
holder during a trying 
period. 

Why not call on that se- 
curity, which has met the 
severest of tests, when mak- 
ing your financial plans? 

Life insurance is a prom- 
ise—not a speculation. 


Lire INSURANCE COMPANY 
or BosTONn, MASSACHUSETTS 


JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 
Please send me information about the 

investment value of life insurance. 
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Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 
business book 


i 


BLOOD, IRON AND PROFITS. By 
George Seldes. Harper & Brothers, 
New York, N. Y., $2.50. 

There seems to be a very wide inter- 
est in the activities of the manufactur- 
ers of war munitions and armaments 
these days. In May, President Roose- 
velt asked, and received, power from 
Congress to declare an embargo on mu- 
nitions shipments to Bolivia and Para- 
guay; and he stated very specifically 
that he is in favor of Senator Nye’s res- 
olution, which demands a thorough in- 
vestigation of the arms of war and 
armament industries. 

Mr. Seldes’ book anticipates this sen- 
atorial inquiry. He shows how power- 
ful this industry is—powerful enough 
to control national governments, and 
wreck disarmament conferences; how 
profitable it is—one of the few indus- 
tries whose turnover and profits in- 
creased during the depression; how 
widely ramified it is—for he shows 
that there are such things as armament 
rings, an armor plate ring, for instance; 
how impartial it is—for armament mak- 
ers sell to both sides in a war dispute. 
Thus, U. S. marines were killed in 
Nicaragua by Nicaraguans using rifles 
which had been sold to them by famous 
rifle manufacturers in New England. 

Names are mentioned and _ figures 
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are given. Such firms as Vickers-Arm- 
strong, Skoda Works, Schneider-Creu- 
sot, Krupp, and Mitsui; and such in- 
dividuals as Sir Basil Zaharoff, Charles 
M. Schwab, the Krupps, the Schneiders, 
and the de Wendels are no longer mys- 
terious entities in a world drama. Mr. 
Seldes tells us all about them. It makes 
such a story which may sound astound- 
ing and unbelievable but which, unfor- 
tunately, is too true. The sub-title of 
the book, “An Exposure of the World- 
Wide Munitions Racket” is a good in- 
dication of the contents and of the pur- 
pose of the book. 
E. G. P. 


For reference 


A HANDBOOK OF N R A (Second 
Edition) by Lewis Mayers. Federal 
Codes Inc., New York. $6.50. 

To those who have to do with the 
operation of N R A Codes in particu- 
lar or allied industries, this book 
should prove a reference work of great 
value. The first edition published in 
September, 1933, covered only the pre- 
liminary stages of code developments. 
The second edition covers the codes of 
25 major industries in complete form 
and a large number of other codes in 
summary form. There is one large 
section in which code provisions are 
analyzed and compared. State statutes, 
now 12 in number, which are designed 
to supplement the N R A codes, are 
given in full. An added feature of this 
book is a semi-monthly bulletin service 
in which is reported executive orders, 
rulings, adjustments and revisions of 
codes and their provisions. This semi- 
monthly bulletin service is priced at 
$5 per year. With the many and fre- 
quent changes in code applications it 
would seem quite necessary to have this 
bulletin service to keep up-to-date the 
information contained in the larger text 
book. 

R. G. T. 


Here's how 


TURN YOUR IMAGINATION INTO 
MONEY. By Ray Giles. Harper 
and Brothers. New York. $2.50. 
This is a condensed outline on the 

art of thinking as applied to business. 

The author indicates specific methods 

for getting new ideas and makes a plea 

for a more original attitude towards 
business problems in general. While 
chiefly concerned with selling and pro- 
motion, there are some good ideas for 
vany executive too enmeshed in routine 
to see the machinery (Cont. on p. 31) 
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Constructive 


= credit 


(Cont. from p. 28) to ultimate collapse. 

We know that constructive credit de- 
mands a stabilized currency. We find 
objection to any currency that seeks to 
arbitrarily assign a ratio value as be- 
tween gold and silver. We do know 
that the history of the world proves gold 
to be the most acceptable medium. 
What we do want, and what we do 
need for real recovery is some stability 
to our money, so that one might reason- 
ably appraise the purchasing power of 
money. We further contend that if a 
subsidy is due the silver mine operators, 
and that is the motive for the recent 
silver move, then for Heaven’s sake let's 
give it to them as a subsidy, and let's 
not further destroy the stability of our 
money by resorting to the subterfuge of 
employing silver as our monetary base 
when the real purpose is to subsidize 
the silver mining companies. 

We are by no means convinced the 
silver proposals will life the purchasing 
power of the world. We have less faith 
in these schemes than in our gold 
manipulations, the efforts of which 
proved so futile. We do know we can 
not be convinced the Orient will benefit 
when the facts indicate the present silver 
prices have not been as harmful to 
China as is so frequently alleged. When 
we study our trade with foreign nations 
we learn that our trade with China all 
during the depression period held up 
better than our general foreign trade 
averages. Are we not in an anomalous 
position when we ask that faithful 
China increase the value of its currency 
as a panacea for recovery, while we pro- 
ceed on a program of devaluation. And 
we must remember that even in 1929 
only 2 per cent of our export trade went 
to China. Assuming that an increase in 
silver prices would increase our trade 
with China—which fact does not seem 
to be borne out by all of the available 
statistics and figures—you can readily 
see, with so small a proportion of our 
foreign trade being conducted with 
China, it would not have a material 
bearing on our total exports. 

We, who have been in the credit 
fields, look forward to a sound credit 
program for real recovery. We do not 
object to what has gone on before. We 
hear much of European recovery. Eng- 
land sought to spread its dole overt 4 
period of years. We paid a dole—for 
it can be called no other name, even 
though it be listed as CWA funds cr 
PWA funds—in a short period of time, 
endeavoring in (Continued on page 35) 
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annual report of the president is an 

accounting of stewardship. That is 

not, however, the case with our Na- 
tional organization, for except as your 
president may serve as the presiding 
officer of your conventions and a mem- 
ber of the Administrative Committee, 
his function is largely that of an ambas- 
sador of good will. This is due to the 
fact that we are able to maintain at our 
National headquarters and divisional of- 
fices an unusually fine corps of executive 
staff workers, upon whose shoulders fall 
the responsibilities of administering to 
your needs not only as members of the 
Association but as representing the gen- 
eral business interests of the country. 

In the various departmental reports 
and in those reports submitted to you by 
the Executive Manager and the Treas- 
urer, you will have the summaries neces- 
safy to acquaint you with the work 
which has been done and the results ac- 
complished, and for me in this report to 
allude further to the details of operation 
is obviously superfluous. 

My desire, then, is immediately to ac- 
knowledge the work which has been 
done in our behalf by Mr. Heimann and 
his splendid staff. From personal ob- 
servation and a close acquaintance with 
the work in the National and its depart- 
ments, I know of the sacrifices which 
they have made under the pressure of 
the times to carry on our undertaking 
without thought for the pecuniary re- 
turns to themselves and I am frank to 
declare our real indebtedness to them 
and our high praise of the morale which 
has been maintained. 

I next desire to call to your attention 
the fact that we have become definitely 
committed to a new and larger policy 
of growth, which I honestly believe will 
be a great step forward for us. I allude 
to the conduct by the National Associa- 
tion of various service divisions which 
are definitely within the control of the 
National and representative of that char- 
acter of integration which has been the 

subject of so much discussion and hope 
in past years. It is a happy observation 
that this is being done without losing 
the local interest nor submerging the lo- 
cal identity, and I predict great and 


ysl in most associations the 
u 





In retrospect: 
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helpful results of the changes made. 
The direction of this work by Assistant 
Executive Manager David A. Weir 
should immediately insure a satisfactory 
and successful supervision. 

The year has not been without certain 
satisfactory financial experience, for de- 
spite a sharply decreased income, the 
actual financial picture today is sounder 
and more satisfactory than it has been 
for a long time. 

In the western division definite ac- 
complishments along the line of improv- 
ing and expanding interchange service 
have been recorded and while the flow 
of this change over the central and 
eastern divisions may not occur rapidly 
nor for some time, it appears almost 
inevitable that the work will expand 
eventually. Legislative activities in va- 
rious parts of the country bring inter- 
change service into sharp relief as a 
function to which we should give un- 
limited attention and the greatest pos- 
sible support, and it is to be hoped that 
the means, largely financial, can be 
adopted for the greater refinement and 
extension of interchange work so that 
we may continue to offer to the com- 
merce of the nation the most satisfactory 
kind of service for the protection of ac- 
counts receivable. I plead with you not 
only that you individually give the 
greatest possible support to interchange, 
but also that you take this plea back 
home to your various Associations, so 
that when any proposals may be made 
by the National Association for the set- 
ting up of ways and means to develop 
interchange, every member of our or- 
ganization shall understand the proposal 
and be urged to the fullest extent of 
propriety to support the plans which 
may be advanced. 

I do not believe that within any single 
year of the existence of our Association 
has it received so much mention in the 


public prints as this last year. Frequent 
allusions have been made to the con-. 
tribution of the National to the conduct 
of government affairs by lending to the 
Department of Commerce for a substan- 
tial period of time the services of Henry 
H. Heimann and we may proudly record 
that the service which Mr. Heimann has 
rendered in Washington ‘has reflected 
most favorably upon our organization. 

It has also been necessary for us to 
participate in other activities in Wash- 
ington, for it has been our obligation to 
aid in averting the enactment by Con- 
gress of legislation superficially desirable 
but fundamentally undesirable. In the 
field of bankruptcy legislation alone, we 
have had to conduct a most thorough 
campaign of education within the proper 
circles to the end that principles actually 
inimical to the welfare of our citizenry 
might be properly understood and evalu- 
ated and thus withheld from becoming 
laws. 

The accentuation of credit practices in 
various fair trade provisions of codes 
adopted under the recovery program, 
has, I believe brought home to the chief 
executives of many of our business 
houses a deeper appreciation of the im- 
portance of credit administration to 
every business entity and I believe that 
we would be making a sorry blunder 
indeed were we to permit that consci- 
ousness to become dulled by overlooking 
the opportunities to strengthen fair 
trade practices where credit is concerned. 

The years immediately ahead of us 
are rich in opportunities for lifting 
credit administration to its proper place 
and gaining for it its proper recognition. 
Surely, no medium can be suggested 
which will afford greater adequacy in 
gtasping these opportunities than our 
own National Association and its af- 
filiates, and I wish that the power were 
mine so to impress you with the aims 
and the facilities and so to inspire you 
with the ideals of the National Associa- 
tion that you will become zealous mis- 
sionaries in its behalf, expounding its 
doctrines and preaching its gospels to 
every business man with whom you 
come in contact, that we may achieve to 
the fullest measure that growth and 
power necessary to the accomplishment 
of the great work we want to do. 
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“This month's collection letter 
By J. T. O'NEILL, West Publishing Co., St. Paul, Minn. 


St. Paul, Minn. 
October €, 1930. 


My dear Sir: 


I am the secretary to the 01' Collection Man - 
Joe O'Neill of the West Publishing Company. My 
sympathetic L C Smith pounds out most of the friendly 
reminders you receive from time to time. 


ee 


The 01' Collection Man is down in Brooklyn, N.Y. 
with the American Law Book Co. for a few weeks. Mean- 
while, I am supposed to keep collections coming in here, 
but somehow, the returns haven't been so good, though 
this is the best season of the year for lawyers. 


ES A ES 


Believing a steno should not be intrusive but 
should be able to carry "The Message to Garcia" I 
decided to take the liberty of sending this little 
personal note direct to you and a few others soliciting 
remittance. The balance is $ Will you help? 


Please send me your own secretary's name and 
address (stenos must stick together) and I will send 
her a beautiful leather Memorandum Book with her name 
and address stamped in gold. Our Advertising Manager 
has been good enough to give me some of these exquisite 
memorandum books which we usually distribute when a 
lady goes through our plant. 


I am sure your secretary will enjoy this little 
book and find it useful. I also assure you that your 
kindness to me on this occasion will be appreciated and 
will have its proper acknowledgment when the Boss returns 
home. With kindest regards - 


Very sincerely yours, 


(Miss) Cor tra- 


Sec'y. Joe O'Neill 
WEST PUBLISHING COMPANY 
St. Paul, Minn. 
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Collection Letters Cents 


Published by the 
National Association of Credit Men, One Park Avenue, New York, N. Y. 








The business 
thermometer: 


much like the weather map of the 

country during the latter part of 

May and early in June. In some 
spots things were drying-up. In others, 
there was still sufficient rain to carry 
on. But in general, evidence of a busi- 
ness drought was more noticeable than 
of a business flood. 

This is due to more than one reason. 
Among those that could be listed are 
the fear of adverse legislation being 
rushed through the last days of Con- 
gress; threat of strikes; consumer re- 
sistance to higher prices; the drought in 
agricultural regions; and the normal 
seasonal let-down. 


" The weather map for business was 
5 


Construction: 

In the middle of June, word came 
from Washington that construction con- 
tract awards for May 1934 exceeded 
those for May 1933 by over 74% and 
had increased two percent over those 
for April. The compilation was made 
by the S. W. Dodge corporation for 
Secretary Ickes. It covers 37 Eastern 
states. 

“Construction contracts awarded dur- 
ing May in the thirty-seven Eastern 
States amounted to $134,445,700,” the 
report stated. ‘This brought the total 
of contracts let from the first of the 
year up to $727,383,300, compared 
with $329,771,500 for the first five 
months of 1933, an increase of 121 per 
cent. 
“Publicly financed contracts during 
the past five months have amounted to 
$495,543,800, or a little more than two- 
thirds of this year’s total to date and 
three and three-quarters times the amount 
of public building and engineering work 
started in the corresponding period of 
last year. 

“May contracts for publicly financed 
work amounted to $71,558,500, which 
was 5 per cent less than the April figure, 
but three times the figure for May, 
1933. 

“Contracts for privately financed 
work let in May amounted to $62,887,- 
200, being a 12 per cent increase over 
April and a 17 per cent increase over 
May of last year. Private contracts 
awarded since the first of this year have 


amounted to $231,839,500, an increase 
of 1714 per cent over the first five 
months of 1933. 

In nine out of the past twelve months 
the total dollar volume of private con- 
tracts has exceeded the figure for the 
corresponding month a year previous.” 


Wholesale prices: 

The wholesale commodity price in- 
dex of the Bureau of Labor Statistics 
showed a slight advance during the last 
week of May and rose by three tenths 
of one percent, according to an an- 
nouncement by Commissioner Lubin, of 
the Bureau of Labor Statistics, of the 
U. S. Department of Labor. 

“Present prices are now at 73.7 per- 
cent of the 1926 average,” Mr. Lubin 
said, “and again approximate the high 
level for the year. Since February 3, 
the index has fluctuated with a narrow 
range of one point, the high being 73.8 
and the low 72.8. 

“As compared with a level of 63.3 
for the corresponding week of last year, 


_ the present index is up by 161 percent. 


It is 1414 percent above the figure for 
the same week of 2 years ago when the 
index was 64.3. The average whole- 
sale price level now stands approxi- 
mately 4 percent above the closing week 
of 1933, when the index was 70.8. It 
is nearly 24 percent above the low point 
of last year (March 4) when the index 
was 59.6, and approximately 23 percent 
below the level for the year 1929 when 
the index had declined to 95.3 percent 
of the 1926 average. 

“Advancing prices for grains, live 
stock, cotton, hay, butter, cheese, wheat 
flour, corn meal, white potatoes, fresh 
meats, petroleum products, prepared 
roofing, silver, pig tin, cattle feed and 
carpets were largely responsible for the 
slight rise in the index. Important 
price decreases were reported for eggs, 
sweet potatoes, rye flour, coffee, raw 
sugar, bituminous coal, lead pipe, quick 
silver, crude rubber, calf skins, knit 
goods and burlap.” 


Commodity prices: 

Irving Fisher's Index number of 
commodity prices, based on 100 as the 
average for 1926 (Cont. on page 51) 
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City Collections City 


Birmingham Good uy. Buffalo 

Phoenix Fair i Elmira 

Little Rock Fair Jamestown 

Los Angeles Fair New York 

Oakland Fair Rochester 

San Diego Slow Syracuse 

San Francisco Good Charlotte 

Denver Fair Grand Forks 

Pueblo Fair Cincinnati 

Bridgeport Fair Columbus 

Hartford Fair i Dayton 

New Haven Fair i Portsmouth 

Washington Fair i Toledo 

Jacksonville Fair i Youngstown 

Tampa Slow Oklahoma City 

Atlanta Fair i Tulsa 

Peoria s Portland 

Quincy Good : Allentown 

Springfield Altoona 

Evansville Good Harrisburg 

Ft. Wayne. Fair Johnstown 

Indianapolis Good Philadelphia 

South Bend Slow Pittsburgh 

Terre Haute Fair .H. Honolulu 

Burlington Fair i ; Manila 

Cedar Rapids Fair Providence 

Davenport Slow TDs Sioux Falls 

Des Moines Fair i ; Bristol 

Ottumwa Chattanooga 

Sioux City Fair Knoxville 

Wichita Slow Memphis 

Lexington ; Austin 

Louisville Fair i Dallas 

New Orleans El Paso 

Shreveport Ft. Worth 

Baltimore Good Houston 

Boston Good San Antonio 

Springfield Fair Waco 

Worcester Salt Lake City 

Detroit Fair Lynchburg 

Flint Fair Richmond 

Grand Rapids Fair Roanoke Fair 
Jackson Fair Bellingham Slow 
Kalamazoo Fair i Seattle Fair 
Duluth Good Spokane Fair 
Minneapolis Fair i Tacoma Fair 
St. Paul Fair Bluefield Good 
Kansas City Fair Charlestown Fair 
St. Joseph Fair Clarksburg Fair 
St. Louis Fair Huntington Fair 
Helena Fair Parkersburg Fair 
Billings Fair Wheeling Fair 
Great Falls, Fair Fond du Lac Slow 
Omaha Fair Green Bay Fair 
Newark Fair Milwaukee Fair 
Albany Fair Oshkosh Fair 
Binghamton Fair 
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Comments: tion throughout the central northwest 
has affected collections and sales. Ex- 
cept for the drought and local strike, 
which tied up the trucks and all deliver- 
ies by trucks for approximately ten days, 
it is their opinion that business would 
be good. . . . Dayton writes that local 


factories are quite busy and increased 


San Francisco reports the strike of the S ummary 
longshoremen, and affiliated unions, is 

still in progress, and has cut deeply into Last month: 

local business. Many ships tied up and Collections: Sales: 
limited cargo being handled. Private Good 18 Good 
building construction lags... . Denver Fair 72 Fair 


indicates business somewhat slower. Slow 12 Slow 


Sugar beet legislation causing confusion. 
The silver legislation awaited with inter- 
est. . . . Water shortage in Wyoming, 
Western Nebraska and Kansas causing 
some concern. . . . Minneapolis sends 
word that an inquiry of representative 
wholesale and manufacturing firms in 
Minneapolis indicates the drought situa- 
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This month: 


Collections: 
Good 23 
Fair 67 
Slow 12 


Sales: 
Good 24 
Fair 67 
Slow Il 


payrolls have resulted in a correspond- 


‘ing increase in retail trade. . . . Word 


comes from Manila, Philippine Islands, 
of a general tightening up of credit. 
Buyers are indifferent and disinclined to 
contract for forward business owing to 
uncertainty regarding political and eco- 
nomic future of the Islands. 












Constructive 


¥ credit 


(Cont. fr. p. 30) that way to prime the 
industrial pump so that it might move 
forward under its own power. Up to 
this point we cannot say that the method 
has been unsuccessful. To those who 

int to the present improvement 
abroad—and deplore our own efforts— 
we ask two questions: At whose ex- 
pense has the improvement abroad been 
made? Is it not a fact that in a great 
many instances the masses have been 
imposed upon? The second question 
is: Do we in this nation want to suffer 
for sixteen years as Europe suffered, 
order to bring about normal recovery, 
or have we the courage to undertake a 
program such as we are now in the 
midst of, which we hope may shorten 
the recovery time? 


Constructive credit demands that the 
nation realize the extent to which infla- 
tion has taken place and the real sig- 
nificance and tendency of the inflation- 
ary forces now active. Our monetary 
problem is not over. It is now just 
beginning. It will require the greatest 
kind of courage to bring stability 
through effectively putting on the 
brakes. If we are to escape the drastic 
deflation that visited European countries 
and which so utterly destroyed all sense 
of values, it is essential we give these 
matters our prompt attention. Our dol- 
lar devaluation policy has led to an ex- 
pansion of bank credit dollars to a level 
so high that it is almost fantastic. 


By the first of May member banks of 
the Federal Reserve owned cash reserves 
which were $1,650,000,000 in excess of 
legal requirements, a rise of $800,000,- 
000 since the year end. Such reserves 
alone are sufficient to support about 
16,500,000,000 of additional bank de- 
posits. Over and above this, the Treas- 
uty owns some $3,000,000,000 of free 
gold, which it is gradually spending. If 
all this free gold is spent, and it seems 
difficult to believe that the temptation 
can be indefinitely resisted, the excess 
reserves of member banks could easily 
tise to over $4,000,000,000, and that 
sum could support $40,000,000,000 of 
new bank deposits. Let us remember 
that it took only one-tenth of this sum 
in brokers’ loans to produce the stock 
market boom of 1928 and 1929. 


We know that a balanced budget is 
the first essential in a business or in a 
nation for the development of sound 
credit. With all of our power we urge 


that the government balance its budget 
for the fiscal year 1936. Secondly, we 
see some benefit through the various ex- 
perimentations and we rejoice in the 
fact that we have had the courage to at- 
tempt them; but we ask that we be 
given time to digest these, for there is 
now so much that is unassimilated, that 
it will be impossible to digest more. 
Thirdly, we ask that credit be better un- 
derstood and that businessmen who con- 
stantly decry the lack of practical 
business executives in Washington cease 
their complaining unless they unselfishly 
offer to supply men (Cont. on p. 36) 


His Share 
Hubby—You never tell me what you 
buy! Don’t I have any voice in the buy- 
ing? 
Wifey—Certainly, darling! You get 
the invoice. 


Unfortunates 

Two battered old wrecks were sitting 
on a bench in the park, when one re- 
marked: “I’m a man who never took 
advice from anybody.” 

“Shake, brother,” said the other; “I’m 
a man who followed everybody’s ad- 
vice.” 





These “bracelets” cost $40,000 


oe e anda receivership 


* Five years ago, one of the largest sporting 
goods stores in the East bonded its bookkeeper- 
cashier for $2,500. That was “ample” they said. 


A few weeks ago, the firm suddenly discovered 
their “amply-bonded” employee had a shortage 
on his books of more than $40,000. Result — 
“bracelets” for him, receivership for them, and 
substantial losses for their creditors. 


* * * 


Appreciating the fact that an embezzlement by a 

employee can seriously affect the financial 
stability of the concern with which he is connected, 
wise credit men recognize the lack of Fidelity 
protection, or of an adequate amount:of it, as a 
danger signal when considering applications for 
credit accommodations. 


On the other hand, when they find that the 
applicant’s officers and employees are bonded in 
a satisfactory amount by the Fidelity and Deposit 


eS AN DEpEPosiy 





When writing to advertisers please mention Credit & Financial Management 


Company of Maryland, they know that, on this 
score at least, the applicant is as nearly loss-proof 
as any concern can 


Annual embezzlement losses of approximately 
$200,000,000 indicate clearly that credit men 
should no sooner neglect to check up on an 
applicant's Fidelity protection, than they should 
fail to make sure that he is carrying adequate 
fire insurance. A man, as well as a fire, can wreck 
a firm. 
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Constructive 
\ credit 


(Cont. from page 35) of practical affairs 
to the government. 

In our own organization we know 
that though the years have been hard, 
and the struggle severe, our local As- 
sociations and the National as well, 
have on the whole balanced their bud- 
get, and have given a splendid account 
of themselves. In the matter of trans- 
forming slow accounts into real assets, 
our organization has made an enviable 
record, and we are privileged to claim 


there is no finer collection medium in 
this nation than those that are repre- 
sented by our local Associations. We 
also know that in the interchange of 
ledger experience we have constructively 
contributed toward the development of 
sound industrial credit. In our salvag- 
ing operations the Adjustment Bureaus 
have given a splendid account, once 
again saving millions of dollars for in- 
dustry. Our record is a public book, we 
have every reason to feel proud of it. 
We intend to maintain it clean. We in- 
tend to become more aggressive. In- 
dustry demands it. We respond with 





Insurance with Time-Tested 


STABILITY 


Founded 142 years ago, the Insurance 
Company of North America has success- 
fully weathered every conflagration in the 
history of the United States, as well as all 
panics and business depressions. It has 


paid claims aggregating $393,019,596. 
Capital, $12,000,000 


Surplus to Policyholders 
over *45,000,000 


WHAT YOU 
HAVE 


© INS. CO. N. A. 


Insurance Company of 
North America 


PHILADELPHIA 


and its affiliated companies write practically 
every form of insurance except life 
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alacrity. I repeat, we intend to further 
develop the fields that we have tilled, 
and served so satisfactorily for thirty-six 
years. We stand a unit as we advance 
into the new year, ready and willing to 
render such service as business needs, 
We accept full responsibility for indus. 
trial and wholesale credit principles and 
practices, and we submit that govern. 
ments as well as municipalities may look 


to us before they pattern their own 
credit fabric. 


Finally, we feel that despite all of the 
charges that have been leveled against 
what this or that group may have in 
mind for this nation of ours, the sound- 
thinking citizenry, in the final analysis, 
passes judgment upon which way we 
shall go. With confidence in that judg- 
ment and in the leadership we have, we 
are not alarmed at the publicized mis- 
givings. Brain trusts are fairy tales in 
an American nation when they are 
charged with the powers to Sovietize 
America. Y 


We are living in a world today that 
is somewhat dizzy from an attack of 
isms. We have old Capitalism, new 
Capitalism, Communism and Fascism. 
However, the American people who 
have developed our political democracy 
in my opinion will continue to exercise 
sound conservative judgment amid all 
of these movements. 


Our nation is a nation that is liberty- 
loving, that is fundamentally conserva- 
tive and sound. We view our own ex- 
periences and we know that it is the 
history of all nations that make prog- 
ress; that first we enter an agricultural 
era, that secondly following that, an in- 
dustrial age dawns upon us, and that 
following the industrial age we enter a 
third age in which we have a finer sense 
of appreciation of the arts and sciences. 
It is in the third age that life holds so 
much in store for us. We take pleasure 
in feeling that we have about reached 
the third age. The industrial age will 
survive, but it will not be an age in 
which money and materials are wor- 
shiped to the exclusion of all else. For 
whatever one may say or think about our 
experiences in past years, this we must 
all agree upon as we appraise life and 
know more about living—we recognize 
that some of the things that have been 
brought so forcibly to our attention dur- 
ing these years of trial and sadness will 
cause us to think less in terms of money 
and material things, and more in terms 
of spiritual welfare, and health and hap- 
piness. That, after all, it seems to me 
is the gain that the new era has brought 
to us. 
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Partners 
y in America 

(Cont. from page 8) but of the entire 
economic structure as well. With that 
thought in mind, I present to you, with 
what I believe you will concede to be a 
justified pride, the figures for 1933. 
The total net premiums written by the 
National Board companies declined 
10.05 per cent below the 1932 figure. 
At the same time the net operating ex- 
pehses were cut 11.07 per cent. The 
record of stock company fire insurance 
during the past four years stands unex- 
celled by any other division of com- 
mercial activity. It was made possible 
because the system itself is fundamen- 
tally and economically sound, because it 
is efficiently administered, and because 
the management of the companies re- 
duced operating costs at a rate com- 
mensurate with a reduced income. 
Therein is your guarantee for the 
future. | 

Let me show you now in another way 
what these companies were doing for 
American business and industry during 
the four years of this severe depression. 
Under their policies they paid out a 
grand total of $1,079,471,117 in losses 
as indemnity for property that had been 
destroyed by fire or tornado. In carry- 
ing on their work they disbursed in 
operating expenses, in maintenance of 
rating bureaus, inspection services, fire 
prevention activities, and related efforts 
to conserve property, a grand total of 
$996,743,671. This sum, with the ex- 
ception of the comparatively small per- 
centage that went to home office per- 
sonnel, was expended in every state of 
the Union and its significance to you is 
that it represents buying power steadily 
maintained throughout the depression. 
In addition to both these sums, a total 
of $85,269,446 was paid in meeting the 
levies of special taxes, licenses, and fees 
imposed by States and municipalities. 
This means that throughout the past 
four years these National Board com- 
panies have expended a grand total of 
$2,161,484,234 in carrying on their 
services to business and industry. 

I am confident you will agree that I 
could well rest my case here, but if I 
did I would be giving you only part of 
the record of continuing services these 


Slight Difficulty 
“So your husband complains about ex- 
penses all the time, does he? Why don’t 
you leave the brute and go home to your 
mother ?”” 
“I can’t. My mother and father, and 
three brothers are living with us.” 





companies are rendering to the main- 
tenance of American business. While 
these billions were being disbursed 
through the depression years and while 
the protection of the companies was 
supplied to manufacturing plants, mer- 
cantile establishments and private homes 
everywhere, the capital and surplus and 
reserves of these companies were func- 
tioning directly in maintaining business 
activities. The average annual invest- 
ment of stock fire insurance companies 
in industrial stocks and bonds totaled 
$402,694,736; in the stocks and bonds 
of the steam railroads it was $467,902,- 
516, while an additional $363,882,717 
was placed in the securities of electric, 
gas, and water companies. Funds total- 
ing $65,803,684 went directly into mort- 
gage and realty loans. Investments in 
the stock of American bank and trust 
companies totaled $250,472,324 and in 
addition a total daily balance of $124,- 
940,845 was maintained in our financial 
institutions. The very nature of the 
business of these companies makes it 
necessary for them to maintain substan- 
tial cash reserves, and if each dollar 
reasonably certain to remain in the banks 
for an appreciable length of time is the 
basis for ten dollars of banking credit, 


then the cash deposits of these com- 
panies alone furnished a base for $1,- 
249,408,450 in credit that the banks 
could extend to merchants and manu- 
facturers. 

If we add these items together we 
have a grand total of $1,675,696,822 of 
stock fire insurance company funds func- 
tioning continuously in American com- 
merce and industry and finance over and 
above the sums paid out in indemnify- 
ing for losses, in maintaining the serv- 
ices of the companies, and in special 
taxes, licenses, and fees. To it must be 
added $344,511,997 representing the in- 
vestments in bonds of the United States, 
the states, and their political subdivi- 
sions, which brings the total to $2,020,- 
208,819. If the buying power of the 
fire insurance company personnel and 
that of the stock company agents and 
their employees is taken into considera- 
tion, the grand total exceeds $2,600,- 
000,000 functioning daily in maintain- 
ing American business and all in 
addition to indemnities paid. Verily, 
we are “Partners in America.” 

I submit that this record justifies the 
confidence, you have placed in these 
companies and the tribute your Associa- 
tion paid them (Continued om page 38) 


Garriott 
s 


THERE IS A REASON 


SOME Companies charge less than 
standard rates for automobile insur- 
ance. The more exclusions there are 
in a policy, the less likelihood that 
the issuing company will have to 
pay, and, hence, the lower the cost 
of its insurance. In insurance, as in 
everything else, the customer gets 
only what he pays for. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 


with which is affiliated 


F &G FIRE 


FIDELITY AND GUARANTY FIRE CORP, 


Home Offices: BALTIMORE, MD. 
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Chatter 


Recently we spent some time in an 
office in which 50 girls were working 
and we commented on the absence of 
that hum of chatting voices which so 
often accompanies this condition. The 
supervisor explained that this was by 
design rather than accident. By study- 
ing the temperaments of her girls, she 
had learned which ones were chatter- 
boxes and which ones were very quiet. 
By moving the chatterers to desks ad- 
joining the quiet girls she had, without 
arbitrary rules or hurting any sensitive 
feelings, achieved a degree of quiet 
which we have seldom met with. 


Gallantry and office work 


“She’s a real nice little thing, 
but . . .” says the exasperated execu- 
tive, holding up a letter riddled with 
ridiculous errors. A pretty face and 
personal charm have nothing to do with 
typing ability. Typing is as mechani- 
cal a job as any factory operation. It 
is a standardized procedure which can 
be paid for on a piecework basis, with 
penalties for excessive errors and a 
bonus for increased production. Most 
office managers will agree to this. Yet 
too many offices keep delightful little 
dolts on payrolls because no one is hard 
hearted enough to let them go. This 
gallantry is as specious as the gener- 
osity of a man who treats his friends 
with his creditors’ money. 


“Summer is Icumen In" 


Now that humidity is again with us, 
it is well to remember that air con- 
ditioning equipment has become better 
and cheaper in the last two years and 
that electric fans are a big help in main- 
taining decent office conditions. Some 
office employees in New York recently 
struck for, among other things, “the 
use of electric fans in hot weather.” 
On this issue, at least, they were correct. 


Partners 
yy in America 


(Cont. from p. 37) im its report on the 
San Francisco conflagration. That disaster 
proved that these companies were con- 
flagration-proof and that their dependa- 
bility was as absolute under such con- 
ditions as in meeting the loss on a 
humble dwelling, on a single mercantile 
risk, or on a lone manufacturing plant 
that may after all have been really the 
life of the community. The figures that 
I have just submitted prove that these 
companies are likewise depression-proof. 

This achievement like your own con- 
structive accomplishments in the credit 
field could not have been realized had 
there not been strict adherence to estab- 
lished principles and sound economic 
thinking. These are the things that 
were the basis of the propserity of the 
past; they must be the basis not only 
of business recovery but likewise for the 
greater prosperity that awaits in the fu- 
ture. I cannot close my eyes to the fact 
that with approximately only seven per 
cent of the world’s population the 
United States of America has more pur- 
chasing power than all Europe com- 
bined. I cannot forget that this seven 
per cent of the world’s people created 
and now owns more than half the 
world’s wealth and that, since the adop- 
tion of the Constitution, this country 
produced three times as much wealth as 
the entire modern world had been able 
to create prior to 1776. On something 
like six per cent of the world’s acreage 
they raised and harvested more than half 
the world’s foodstuffs. Within our 
borders almost half the railway mileage 
of the world is operating and here, too, 
an equal percentage of the world’s elec- 
tric energy is in use. Under our system 
American men and women, as 1933 
drew to a close, were carrying fifty-five 
million life insurance policies for the 
protection of their dependents and were 
maintaining forty-one million savings 
accounts with deposits, including those 
in the postal banks, aggregating over 
twenty-two billion dollars. Between six 
and ten million individuals became the 
direct owners of bonds and between nine 
and eleven million the owners of indus- 
trial stocks, and more than one-fifth of 
all the outstanding stock of American 
corporations was held by individuals 
with net incomes of less than five thou- 
sand dollars per year. This is a record 
of business efficiency that stands un- 
challenged. 

The fiscal policies of Federal, State 
and municipal governments are causing 


.trade, commerce, and industry deep 


WHO | 
Gets Credit? 


HE man who, over a 

period of years, has 
built a reputation for 
“CHARACTER.” 


What Is 
CHARACTER? 


N this sense—honesty, 
fair dealing and suit- 
able ability. 


Do Institutions 


Have CHARACTER? 


ES, if over periods 

long enough to be 
indicative they have 
demonstrated the traits of 
management which give to 
individuals the reputation 
for CHARACTER. 


The NORTHERN 


of London has been trans- 
acting an insurance busi- 
ness since 1836, and in the 
United States since 1854. 
Incidentally, it paid the 
largest single policy loss 
of any insurance company 
in the San Francisco con- 
flagration. 


Ask anywhere in the 
world what reputation the 
Northern of London bears. 


NORTHERN 


Assurance Co. Ltd. 
80 John St., New York 
Insurance Exchange, Chicago 
60 Sansome St., San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED LINES 
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concern. Government supervision in 
respect to the financial soundness of 
corporate business may be desirable, but 
government control and direction of 
private enterprise hold. possibilities of 
extreme danger. It has no place in the 
affairs of private citizens if such affairs 
are carried on in a legal and reasonable 
manner. As the late President Coolidge 
so accurately phrased it: “If the people 
are to remain politically free, they must 
be economically free. Their only hope 
in that direction is for them to keep 
their own business in their own hands.” 
The first essential for building a 
permanent business recovery is a return 
to first principles in government and in 
economics. American business and in- 
dustry must guide us to recovery and 
new prosperity, charting the course by 
the eternal fundamentals and time-tested 
principles. Crippled though it be in 
many ways, American business resembles 
a weather-beaten and battle-scarred ship 
—but its hull is sound. Its masts and 
sails, which are private initiative and 
enterprise, have been damaged or shot 
away. Streams of tax demands are 
pouring into the hold, destroying the 
earnings of industries and individuals, 
and unless they are checked they may 
founder the ship. The business exec- 
utive today is the captain who must 
issue the order: “Don’t give up the 
ship.” If the hull—representing Amer- 
ican industry, American institutions and 
the invested savings of forty million 
wage earners and their fellow citizens— 
is to be saved, this is not the time to 
haul down the business flag. Rather it 
is a time to step new masts and bend 
new sails, each made of tested materials 
and with American workmanship. 
Stock company fire insurance holds 
an unique position for constructive work 
in a real recovery. It has weathered the 
storms of all depressions and during this 
one, from which I believe we are slowly 
emerging, it has stood as a solid bulwark 
supporting our credit system and meet- 
ing its contractual obligations. It has 
proven its soundness and dependability 
as the foundation stone of the credit 
structure of American business, and it 
stands ready today to go forward with 
all interests under the banner of “Part- 
ners in America” that this land of ours 
may hold its place among the Nations 
of the World in progress and prosperity. 


Lawyer: “And are you ready to 
swear to the remarkable state of facts 
which you have outlined to me?” 

Client: “Certainly, I'll swear to it— 
but I wouldn’t advise you to bet any 
money on it.” 


When writing to advertisers please mention Credit & Financial Management 





eee a eee 


ener 


i ; As always, the search for 
Ae beauty leads to new efficiency 


O MAKE the new Cabinet Dictaphone as good looking as it was 
efficient seemed like asking a lot of our designer. 

But, as we expected, the search for beauty was a veritable gold 
mine of improvement in dictating machine design. A dozen or more 
new mechanical features resulted—all of them making it easier for 
Dictaphone to double your ability to get things done. 

So here, for your inspection, is the cabinet model that sets new 
standards of appearance, and helps you get things done with an 
easy, time-saving smoothness (sometimes called efficiency). 

To any interested executive we will gladly fumish information 
and photographs. 


DICTAP OMS 


*The word DICTAPHONE DICTAPHONE SALES CORPORATION 


tn Gen nncieioind Teche Merk 207 Graybar Building, New York, N. ¥. 

of Dictaphone Corporation, I would like to see photos of the new Cabinet Dictaphone. 

makers of Dictating Ma- Name... Ss gah. eh ns 

chines and Accessories to Company 5s eB, es 

which said Trade Mark is | 3 44, : 
ess. 
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So you’re at the 
Shelton, too! 


Of course! You can alway 










expect to meet you 
friends in New. York’s 


favorite hotel. 


The Shelton ‘ possesse 


clubs, restaurants, thea 
tres, important busin 
centres. A cultural atmo 
sphere . . . cheerful rooms 
...a roof garden ...so- 
larium ... library... an 
the use of the famo 
Shelton swimming pool. 
All these features at n 
extra charge. 
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Los Angeles 
4 highlights 


(Continued from page 11) 


Because of his position as President 
of the American Bar Association, the ad- 
dress by the Honorable Earle W. Evans 
of Wichita, Kansas, on the scandals in 
bankruptcy court operations was espe- 
cially timely. It will appear in August. 

The grand wind-up of the Conven- 
tion came on Friday afternoon. After 
short talks by President Kilcup and 
Executive Manager Heimann, E. Don 
Ross as Chairman of the Nominations 
Committee presented the names of the 
men chosen from various sections of the 
country to serve as Directors of the Na- 
tional Association for the next year. 

After the selection of Directors, Fred 
Roth of Cleveland was unanimously 
chosen as the National President for the 
next year. Headed by a band and with 
a full batallion of Zebras marching as 
an escort of honor, Mr. Roth was led 
to the platform amid the wild cheering 
of the Convention. The scene on the 
Convention floor was quite like that of 
a big political convention. 


Following the election of the new 
President, the following were elected 
Vice-Presidents: 


P. M. Haight, of New York; Forrest 
Walden of Salt Lake City; and F. J. 
Hopkins, of Minneapolis. Mr. Hopkins 
was a Vice-President last year also. 

No National Convention would be 
complete without some word from Mr. 
J. Harry Tregoe, past Executive Man- 
ager. There could not have been a more 
appropriate spot on the program for his 
address than at the close of this memor- 
able session. It was like the patriarch 
of the family giving his blessings to his 
kin, as Mr. Tregoe reviewed the events 
of the past year in the Association work, 
and compared them with former years. 


A "New Deal” 

lu A. B. adi 
(Cont. from p. 18) cording to the facts, 
could acknowledge his leadership. 

He could make mistakes—yes. So 
can all fact-finders. But when we fol- 
low the policy of fact-finding, we can 
correct our mistakes as we discover that 
they are mistakes, and we can, therefore, 
profit from our mistakes. When we 
merely follow tradition, however, and 
do things in a certain way, because that 
is the way things have always been done, 
we perpetuate our mistakes. And when 
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we fail, we continue to fail, because that 
is the way that people have usually 
failed. 

It became apparent at once that Presi- 
dent Roosevelt was not content to find 
out what Presidents customarily do, not 
to go to practical politicians for counsel, 
Our practical politicians, like our finan- 
ciers, undoubtedly knew a lot, but most 
of what they knew had recently ceased 
to be so, and the President had to have 
the facts of a situation in which nobody 
had yet had any experience. So the 
President took counsel of fact-finders— 
men of research. 

We called them his Brain Trust, and 
the politicians were sure that such a 
name would bring both the professors 
and the President into ridicule. Amer- 
ica, however, did not seem to mind. 
America seemed to welcome the idea of 
having brains in politics, and the laugh 
eventually seems to have turned the 
other way. 


I do not think it is necessary to go 
into details of all the Roosevelt policies. 
There is no time for such an analysis, 
and it would only obscure the issue if 
it were undertaken; for many of these 
policies have had little or nothing to do 
with any eventual New Deal. 

Many of them, necessarily, have had 
to do, not with the re-organization of 
our economic mechanism so that it can 
function in an era of abundance, but 
with emergency relief and with first aid 
to those injured in our financial and in- 
dustrial crash. 


In the early days of the depression, 
we tried to care for the unemployed by 
passing the hat; and when increasing 
needs were confronted by diminishing 
incomes, we tried to make the employed 
care for the unemployed by sharing their 
work and dividing their pay. Eventually, 
we had to resort to taxation. Fifteen 
million citizens and their families sim- 
ply cannot be allowed to starve; and 
if they were allowed to starve in 
any country—including America—they 
would tear down the social order first. 

This emergency relief program has, 
of course, been expensive, but it has 
been unavoidable; and it has been less 
expensive in the long run than any mere 
passing of the hat could be. Something 
at least will be salvaged from it. For 
millions, instead of being recipients of 
private charity, have been honorably em- 
ployed in public works. The necessarily 
hasty organization of such enterprises 
has no doubt worked for inefficiency in 
many ways. On general principles, 
however, I am sure that America has 
been solidly behind these programs ; for 
they are demanded, not only by every 
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humane impulse but by ordinary eco- 
nomic sense. 

There is also the President's financial 
policy, which can only be mentioned 
here. Many may honestly disagree with 
certain details of that policy, and it 
would serve no purpose for me to de- 
clare that these critics are wrong. We 
can all agree, however, upon three 
points : 

First, it is a good policy if it works. 

Secondly, since the President is com- 
mitted to a fact-finding program, he will 
not continue a policy which does not 
work. 

Thirdly, whatever errors, if any, there 
may be in this policy, the alternative 
from which it saved the country was a 
policy of paper money inflation; and 
saving America from that kind of in- 
flation must be eventually recognized as 
an incalculable service to our social 
order. 


In a recent study trip through the 
country, I myself was surprised to find 
so little opposition to the President's 
gold policy, on the part of both business 
men and bankers. Many admitted that 
they did not understand it, but they 
were confident that it was carefully and 
cautiously worked out; and they were 
usually agreed that our going off the 
gold standard was inevitable because of 
the disruption of our foreign trade by 
the depreciated European currencies. 

But it is not in these policies that we 
can find the A. B. C. of the New Deal. 
It is rather in the NRA and the Agri- 
cultural Administration. 


Private business, we are constantly re- 
minded, has been saddled with all sorts 
of restrictions. Employers are no longer 
free to say what wages they shall pay 
their workers, or how many hours they 
shall be compelled to work. And while 
all this, say the critics, may be defended 
as an emergency measure, it is obvious 
that business is again reviving and the 
Administration should now remove the 
restrictions and let us resume our cus- 
tomary way. 

Now there is some truth in these con- 
tentions, but permit me to state them in 
another way. 


Private business has always been 
saddled with restrictions. Employers 
were never free to say what wages they 
should pay their workers, or how many 
hours they should be compelled to work. 
There is no such thing as abstract lib- 
erty, either in business or in life. The 
only liberty which is possible for any 
of us is liberty to deal with the facts; 
and we could not continue along the old 
toad because the old road didn’t go any 
er. 


Let me ask if any employer in this 
audience ever paid his employees all 
that he would like to pay. None of us 
ever did. Business wouldn’t permit it. 
If we did anything like that, our com- 
petitors would put us out of business in 
no time. Some of our competitors, we 
know, were pretty mean. They always 
hired their labor for as little as possible 
and worked their employees as long as 
possible—-AND THEY SET THE 
PACE FOR US. 

It amuses me nowadays to hear people 
talk about business being regimented, 
and about its being under a dictatorship. 






It was in the old days that business 
had a real dictator—and it was the 
meanest chiseler in every line who did 
the dictating. 

He was the one who regimented us 
and had us all doing the goose-step. 
When he cut wages, we all cut. We 
might not have liked it, and we might 
have hated him, but we jumped to at- 
tention and clicked our heels whenever 
he gave a signal. ; 

We must surely remember the great 
effort made by President Hoover, at the 
very beginning of the depression to 
maintain wages and (Cont. om page 42) 









ieee the northern tip of 
Alaska to the outposts of 
Mexico—through Canada, east 
and west over the broad ex- 
panse of the United States—I 
cover the continent. 


I am the Maryland Casualty 
Company agent—thousands 
strong, carrying the service 
of this institution into every 
city and town of importance 
on the North American Con- 
tinent, providing coverage in 


casualty insurance and surety bonds of all forms. 


Behind me stands a record of faithful performance by a great 
company over a period of 36 years, during which time claims 


have been paid in excess of $275,000,000. 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 
Sprinklers are 


97%, effective 


Those who believe in the value of 
automatic sprinkler protection as a 
means for reducing fire waste have rea- 
son to be well satisfied by figures 
covering the twelve months ending 
February 1 of this year and also by the 
statistics for the period 1897-1934 in- 


clusive, “The Eastern Underwriter’ 
points out. 

The Department of Fire Record of 
the National Fire Protection Association 
annually prepares a tabulation of figures 
dealing with the efficiency of sprinkler 
systems so that the virtues of these sys- 
tems as an extinguishing agent can be 
estimated correctly. 

The annual sprinkler tables, published 
in the current issue of the N.F.P.A. 
Quarterly, show that in 2,425 cases in 
the twelve months ending February 1, 
1934, automatic sprinklers practically or 
entirely extinguished fires in 76.9% of 
the total, held fire in check in 20.5% 
and proved unsatisfactory in only 2.6% 
of the fires. 

For the period 1897-1934, with 
53,423 fires reported in sprinklered 
properties, 69.5% of the fires were en- 
tirely extinguished by the sprinklers, 
26.5% were held in check and in 4% 
of the total the sprinklers were not sat- 
isfactory. 

While the fires included in the tabu- 
lations ate probably only a fraction of 
‘the total number of fires occurring in 
buildings under sprinkler protection, 
with a total of more than 65,000 fires 
in the record and current reports being 
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received at an average rate of 3,000 
annually, there can be little doubt but 
that the results ascertained are indica- 
tive of the truth. 


The large majority of fires in the 
“held in check” classification are in- 
stances where hose streams or other 
equipment were used to extinguish fire 
in spaces which water from the sprin- 
klers did not reach because of obstruc- 
tions to distribution, concealed spaces or 
unsprinklered areas, but where sprin- 
klers functioned satisfactorily in prevent- 
ing the spread of fire. 


In citing the reasons why sprinkler 
systems occasionally fail to function well 
the records give the following principal 
causes: water shut off, defective water 
supply, sprinkler system crippled due to 
freezing, obstructions to distribution, 
hazards of occupancy too severe for av- 
erage sprinkler equipment and plugged 
heads and piping. 

Commenting upon the tables and also 
upon the better showing of the last 
twelve months as compared with the 
complete thirty-seven year period the 
N.F.P.A. Quarterly says: 

“In preparing these tables it is the 
fixed policy of the Department of Fire 
Record never to give the sprinklers the 
benefit of the doubt. In cases where 
there is question as to whether a given 
fire should be classified as ‘Held in 
Check’ or ‘Unsatisfactory,’ it is always 
placed in the ‘Unsatisfactory’ column. 
The tables thus give a very conservative 
picture of the efficiency of sprinklers. 
Likewise it should be noted that there 
are doubtless a large number of fires an- 
nually which are extinguished by one or 
two sprinkler heads where no claim for 
loss is made and where no report reaches 
the Department of Fire Record. If it 
were possible to include all such fires in 
the table the sprinkler efficiency would 
approach much nearer to 100%. 

“The record of sprinkler efficiency for 
1933-1934 is 97.4%, the highest record- 
ed in any year since 1897. This record 
is presumably due in part to the same 
causes which have operated to reduce 
the national fire losses for 1933. In- 
creased care in sprinkler maintenance is 
also reflected. When reviewing the de- 
tailed tabulation of unsatisfactory sprin- 
kler performance it should be noted that 
these fires represent a small percentage 
of the total number included in the rec- 
ord and that they are compiled not with 
the thought of emphasizing the rela- 
tively few cases where sprinkler operation 
is unsatisfactory, but pointing the way 
toward better performance by indicating 
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those factors which should receive at- 
tention.” 


A "New Deal" 

y A. B. C. 

(Cont. from page 41) buying-power. He 
called hundreds of employers into con- 
ference—modern, progressive employer- 
ers, with vision and understanding and 
deep wells of human sympathy—and 
had them all agree to act in concert to 
maintain the wage-level. They all, or 
pretty near all of them, went back and 
ordered wage-reductions. 

Why did they do that? It wasn’t be- 
cause they wanted to. It wasn’t because 
they weren't sincere when they promised 
that they wouldn’t. 

IT WAS BECAUSE SOMEBODY 
DID IT. It was because the chiseler 
did it; and when the chiseler did any- 
thing, the public-spirited had to follow 
suit. 

The New Deal is not restricting busi- 
ness. It is liberating business from the 
domination of the chiseler by removing 
wages from competition. 

Business, to be sure, is still under re- 
strictions; and whatever happens it will 
continue to be under restrictions, just as 
any people who have dethroned a tyrant 
must continue to have some sort of gov- 
ernment. The question for business 
men is not whether business shall or 
shall not have a government but what 
kind of government shall it have? 

Shall it be a government of nation- 
wide codes, to achieve the objectives 
which it is mow necessary to achieve? 
Or shall it be a mere continuation of 
habits and traditions, wholly unrelated 
to our new needs and whose only justi- 
fication is that they are habits and tradi- 
tions to which the mind of business has 
become accustomed ? 

I think I can give the answer. In 
spite of the senseless clamor which is 
arising here and there, I believe that 
American business men are in the main 
alive. I believe they have not forgotten 
the depression, and that the real lessons 
of the depression are becoming more 
and more apparent. I believe they are 
coming to understand that business can- 
not sell more than its customers can buy, 
and that the most urgent need of busi- 
ness is the maintenance and the constant 
expansion of mass buying-power. | 
think they realize that this cannot be 
achieved unless wages are raised, unem- 
ployment eliminated and the masses en- 
dowed with more leisure to consume; 
and I think they realize that these goals 
cannot be achieved unless business is 
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liberated from the rule of the chiseler. 

It seems to me, therefore, that Amer- 
ican business men, instead of merely 
submitting to the codes of business, will 
soon be fighting aggressively for the ex- 
tension and perfection of those codes, 
and calling upon labor to organize on a 
National scale to the end that progres- 
sive business and progressive labor shall 
co-operate on every front to achieve 
their common aim. 

This, of course, would require a con- 
siderable re-organization of labor, which 
was originally organized to fight em- 
ployers because, under the conditions 
which then existed, no other course was 
possible. Under the New Deal, how- 
ever, another course is possible, and 
progressive labor leaders consider it 
most desirable. It cannot be taken, 
however, until business does organize to 
pay the highest wages that can be paid, 
and to build up mass-buying power in 
accordance with our ever-increasing 
ability to produce and the business 
necessity for more and more sales, and 
it can not be taken until labor definitely 
and always acts on the fact that business 
can pay higher wages only out of 
profits. 

Of course, I don’t know when all this 
will happen. I cannot say for sure that 
it will happen. It is conceivable, at 
least, that traditional thinking still has 
such a hold upon us that business will 
attempt to resume the old way once 
more. 


I can say positively, however, that 
business will not get anywhere through 
any such scrapping of the New Deal. 
We may go back to the old road but we 
cannot take it any further than it goes; 
and we came to its end long before 
President Roosevelt was elected. 


We can, however, go back to the class 
struggle. We can blast every human 
hope which the New Deal has aroused. 
We can notify labor that everything is 
off, that we shall employ whom we will, 
when we will and how long we will, 
at whatever wages any chiseling com- 
petitor thinks he has to pay. If we can 
do this and get away with it, we can 
reduce mass-buying-power. But we can’t 
sell goods in any consequential volume. 
We can’t keep the wheels of industry 
going. We can’t keep the masses em- 
ployed. 

And that means that we can’t get 
away with it. 

Fifteen million Americans were out 
of work in March, 1933, and countless 
others were working on part time for 
wages upon which their loved ones 
could scarcely keep alive. Yet there was 


no revolution. There was no uprising. 
The masses patiently endured and hoped 
and would not listen to revolutionary 
agitators. WHY? 

IT WAS BECAUSE THE AMER- 
ICAN MASSES STILL HAD FAITH 
IN AMERICA AND IN THE AMER- 
ICAN BUSINESS SYSTEM. Now is 
the time, if we wish to do it, to destroy 
all that faith. All that is necessary, to 
bring to America all the social disasters 
which European countries have been ex- 
periencing, is to abandon the course 
upon which we have so successfully 


started and turn our backs upon nation- 
wide economic planning. 


I am not intimating that we must 
concur in every Presidential policy. I 
am not asking that we refrain from 
criticism. I think it is quite possible, 
in fact, that all the various special agen- 
cies, including the NRA itself, will give 
way to better plans. 

But the A. B. C. of thie New Deal 
will remain—and it is the A. B. C., not 


the other letters of the alphabet, which 
is arousing all the (Cont. on page 45) 


What About INCOME? 


Of course you make sure that all your own 
property and all your credit risks are properly 
insured against fire and windstorm. 

But what about the income? Would that prop- 
erty still be valuable, those credit risks just as 
good if the business was halted, even for only 
a short time, by fire or windstorm? Do you 


insure that, too? 


Rents Insurance 
Pays rents during the period of reconstruction. 


Use and Occupancy Insurance 


Pays the merchant or manufacturer his inter- 
rupted earnings and unavoidable overhead dur- 
ing the period of reconstruction. 


Profits and Commissions Insurance 


Pays expected profits or commissions on fin- 
ished goods destroyed. (Standard merchandise 
fire or windstorm insurance covers only the 
actual value, not including anticipated profits.) 


The 
LONDON ASSURANCE 


The 
MANHATTAN 


Fire and Marine Insurance Company 


The 


UNION FIRE, 
Accident and General Insurance Company 


99 JOHN STREET. NEW YORK 
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Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as 
to the general principle of law involved. 


Corporation taxes 
Q. What is the law governing the capital 


stock tax imposed on corporations under the 
National Industrial Recovery Act? 


A. This law is set forth in section 215 of 
the Capital Stock Tax Law which was ap- 
proved on June 16, 1933. It reads as fol- 
lows: 

“For each year ending June 30 there is 
hereby imposed upon every domestic corpora- 
tion with respect to carrying on or loon 
business for any part of such year an excise 
tax of $1.00 for each $1,000 of the adjusted 
declared value of its capital stock. 

“For each year ending June 30 there is 
hereby imposed upon every foreign corpora- 
tion with respect to carrying on or doing 
business in the United States for any part 
of such year an excise tax equivalent to 
$1.00 for each $1,000 of the adjusted de- 
clared value of capital employed in the 
epee of its business in the United 
tates.” 


The taxes imposed by this section shall 
not apply— 

_ 1, to any corporation enumerated in sec- 
tion 103 of the Revenue Act of 1932. 


2. to any insurance company subject to the 


- imposed by section 201 or 204 of such 
ct. 


3. to any domestic corporation in respect 
of the year ending June 30, 1933, if it did 
not carry on or do business during a part 
of the period from the date of the enactment 


of this Act to June 30, 1933, both dates in- 
clusive; or 


4, to any foreign corporation in respect 
of the year ending June 30, 1933, if it did 
not carry on or do business in the United 
States during a part of the period from the 
date of the enactment of this Act to June 30, 
1933, both dates inclusive. 


Every corporation liable for tax under this 
section shall make a return under oath within 
one month after the close of the year with 
respect to which such tax is imposed to the 
collector for the district in which is located 
its principal place of business or, if it has no 
principal place of business in the United States, 
then to the collector at Baltimore, Maryland. 
Such return shall contain such information 
and be made in such manner as the Com- 
missioner with the approval of the Secre- 
tary may by regulations prescribe. The tax 
shall, without assessment by the Commis- 
sioner or notice by the collector, be due and 
payable to the collector before the expiration 


of the period for filing the return. If the 
tax is not paid when due, there shall be 
added as part of the tax interest at the rate 
of 1 per centum a month from the time 
when the tax became due until paid. All 
provisions of law (including penalties) ap- 
plicable in respect of the taxes imposed by 
section 600 of the Revenue Act of 1926 shall, 
in so far as not inconsistent with this sec- 
tion be applicable in respect of the taxes 
imposed by this section. The commissioner 
_~ extend the time for making the returns 
and paying the taxes imposed by this sec- 
tion, under such rules and regulations as 
he may prescribe with the approval of the 
Secretary, but no such extension shall be for 
more than sixty days. 

Returns required to be filed for the pur- 
oe of the tax imposed by this section shall 

open to inspection in the same manner, 
to the same extent, and subject to the same 
provisions of the law, including penalties, 
as returns made under title II of the Revenue 
Act of 1926. 

For the first year ending June 30th in 
respect of which a tax is imposed by this 
section upon any corporation, the adjusted 
declared value shall be the value as declared 
by the corporation in its first return under 
this section (which declaration of value can- 
not be amended), as of the close of its last 
income-tax taxable year ending at or prior 
to the close of the year for which the tax 
is imposed by this section (or as of the 
date of organization in the case of a cor- 
poration having no income-tax taxable year 
ending at or prior to the close of the year 
for which the tax is imposed by this sec- 
tion). For any subsequent year ending June 
30, the adjusted declared value in the case 
of a domestic corporation shall be the 
original declared value (1) the cash 
and fair market value of property paid in 
for stock or shares, (2) paid-in surplus and 
contributions to capital, and (3) earnings and 
profits, and minus (A) the value of property 
distributed in liquidation to shareholders, 
(B) distributions of earnings and profits, and 
(C) deficits, whether operating or nonoperat- 
ing; each adjustment being made for the 
period from the date as of which the original 
declared value was declared to the close of 
its last income-tax taxable year ending at 
or prior to the close of the year for which 
the tax is imposed by this section. For any 
subsequent year ending June 30, the adjusted 
declared value in the case of a foreign cor- 
poration shall be the original declared value 
adjusted, in accordance with regulations pre- 
scribed by the Commissioner with the ap- 
proval of the Secretary, to reflect increases or 
decreases (for the period specified in the 
preceding sentence) in the capital employed 
in the transaction of its business in the 
United States. 


Collection of drafts 

Q. Merchandise is shipped on a sight 
draft bill of lading, the draft providing for 
the pont of the fact amount thereof “with 
exchange’. The bank collects the face of 
the draft and remits, less its charges, but fails 
to collect the exchange, stating that it is 
against its policy to do so. Did the bank 
act within its legal rights? 

A. The ordinary rules of the law of agency 
apply to banks when acting as collecting 
agents. They are obliged to follow the in- 
structions appearing on the face of the item 
received for collection and if they fail to do 
so, are liable for any loss which may result. 
Failure to collect the draft with exchange 
would make the bank liable for any exchange 
charges which the owner of the draft was 
compelled to pay. The bank's duty, if it 
did not wish to accept the draft for collection 
with exchange, was to refuse the agency and 
return the draft. 


CREDIT and FINANCIAL MANAGEMENT 


44 


JULY, 1934 


A national 
\ hook-up 


(Cont. from p.15) into custody in Febru. 
ary, 1933. He was then using Albert 
Weiner as an alias. 

A true bill of indictment was found 
by the U. S. Grand Jury against Morris 
Soloway and nine others on December 
31, 1929. On March 31, 1932, a su- 
perseding indictment was handed down 
against Morris Soloway and eight others, 
The indictment was severed as to three 
of the nine. The indictments charged 
violations of the National Bankruptcy 
Act and conspiracy to violate it. 

On May 14, 1934, the trial of the re- 
maining six was opened in the U. §. 
District Court at New York City. In 
the course of the trial, Judge Woolsey 
who presided granted a motion to dis- 
miss as to one of the defendants. An- 
other defendant was acquitted. The 
trial lasted more than three weeks and 
on June 7th the four, Soloway, Hennes, 
Gelles and Naletsky, were found guilty. 

Under the direct supervision of 
United States Attorney Martin Conboy, 
the case was effectively prosecuted by 
his able Assistants, Tompkins and Creel, 
who were aided by Wm. F. Murphy of 
the Fraud Prevention Department of the 
National Association of Credit Men, 
and representatives of the Division of 
Investigation of the U. S. Department 
of Justice. 

Assistant U. S. Attorney Creel in his 
summation made particular reference to 
the keen interest shown and the valuable 
assistance rendered by the National 
Association of Credit Men in the in- 
vestigation of the case and its prepara- 
tion for trial. 

On June 8, 1934, Judge Woolsey pro- 
nounced sentence on—Morris Soloway 
—5 years imprisonment—$10,000.00 
fine. Morris Naletsky—1 year & 1 day 
imprisonment—$500.00 fine. Michael 
Gelles—1 year & 1 day imprisonment— 
$500.00 fine. Bertram Hennes—2 years 
imprisonment (suspended). 

It was by means of the network of 
the Fraud Prevention Department of 
the National Association of Credit Men 
that investigations were conducted from 
coast to coast which completed the story 
of the activities of the four persons con- 
victed. 


PERFECT ALIBI 
Hubby—“What became of that un- 


_ paid bill Dunn and Company sent us?” 


Wife—“Oh, that? I sent it back 
marked insufficient funds.” 


Boston Transcript. 
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A "New Deal” 

VA. B.C. 
(Cont. from page 43) present opposition. 
To give up the business and industrial 
codes is to give up progress and to turn 
our backs upon the facts of industrial 
evolution. 

Thanks to the New Deal, American 
business is recovering; and since re- 
covery was its object, it is now claimed 
that the New Deal should be abandoned. 

Most assuredly, recovery is the ob- 
jective of the President's program; but 
business recovery will not be complete 
until business is able to take care of it- 
self ; and it just happened to be a fact of 
business evolution that business can no 
longer take care of itself unless it or- 
ganizes consciously to seek its profits in 
the greatest possible service to the mass 
consumer. 


When American business does or- 
ganize for that, it will no longer com- 
plain of government interference. There 
will be no interference and no necessity 
for it. There will be simply co-opera- 
tion of labor and capital and scientific 
management—co-operation also between 
industry and agriculture—in the interest 
of all concerned. 


That is the A. B. C. of the New Deal. 
It is a deal which leaves nobody out be- 
cause, in the nature of the revolutionary 
changes which were brought about by 
the evolution of the Machine, we all be- 
came dependent upon one another, and 
could no longer deal prosperity to some 
without dealing it to all. 


Pioneers 
y and Traditions 


(Cont. from page 21) with the new dis- 
tribution devices. This intermediate link 
in the circulation of goods had not been 
primed for the new ordeal, and was 
unable to stand up against the tide. 
Economies did not follow the immediate 
contact of producer and retail outlet. The 
costs of waste in distribution ran into 
high figures. 

Amending the national bankruptcy 
law was carried on with unabated vigor 
by the Association and its counsel, W. 
Randolph Montgomery. Hon. E. C. 
Michener of Michigan, chairman of the 
Judiciary Committee of the House, stud- 
ied minutely the amendments recom- 
mended by the Association and that 
were embodied in a bill bearing his 
name. The bill proceeded under a cross 
fire of criticism but was finally passed 


and approved by President Coolidge, 
May 27, 1926. 

New York City was host of the 1926 
convention. The most generous arrange- 
ments were made for a credit congress 
of distinguished talent and attractive 
entertainment. The aspirations of the 
host were surpassed, it was a gathering 
of remarkable attraction and inspiration. 
The day spent at West Point will long 
be remembered. The speakers repre- 
sented the highest rounds in their voca- 
tions. The Association talent did 
splendidly. 

The Foreign Credit Department and 
its Interchange Bureau had passed into 
the management of W. S. Swingle of 
New York, whose qualifications fitted 
him for the task. A World Trade ban- 
quet arranged by this department as a 
convention feature brought together dip- 
lomats of distinction, and one of the 
guest speakers was the British Minister, 
Sit Esme Howard. C. C. Martin of 
New York, an ardent collaborator with 
Mr. Swingle in the foreign credit work, 
presided at this banquet. 

The Association’s Departments were 
functioning earnestly. The gain of 
eighty-one members was reported for the 
year; a total of 29,406 was reported as 
the Association’s membership roster, five 
local bodies had been organized during 
the year. The treasurer reported a small 
surplus after balancing the budget. No 
falling off in the Association’s fighting 
powers could be discovered. W. H. 
Pouch was elected president, an honor 
he highly deserved. J. F. Wood of 
Richmond became vice-president for the 
eastern Division, George J. Gruen and 
F. D. Rock were re-elected vice-presi- 
dents for the central and western 
Divisions. 

1926 recorded the passing of Gerson 
L. Levi of Philadelphia, one of the 
Association’s most devoted servants. His 
career had been marked by an unselfish- 
ness and a devotion that places his name 
high in the Association’s annals. Another 
loss occurred in the passing of Robert 
N. Carson of San Francisco, whose local 
and national contributions had made 
him a revered figure for many years. 


The unevenness of business control 
was apparent in the faijure losses of 
1926. They exceeded the losses of 1925. 
The moral weakness of the period 
cropped out from many corners. The 
discount for cash was roundly abused. 
Indulgences were allowed rather than 
that sales should be jeopardized. The 
far seeing thinker could realize the ac- 
cumulation of disorderly practices that 
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would result eventually in a sérious dis- 
turbance. The using of bank funds for 
building and security speculation was 
showing a higher velocity as 1927 
opened. 


The belief arose that the Federal 
Reserve Banks should be rechattered for 
an indeterminate period, that national 
banks should be granted limited branch 
banking privileges in the states where 
branch banking was permitted, that ad- 
ditional powers should be gtanted to 
member banks. These provisions were 
embodied in the McFadden-Pepper Bill 
and which the National Association, 
after the most critical study of its Bank- 
ing and Currency Committees consist- 
ently supported. The debate in and out 
of Congress on this measure reached a 
high key, and was acrimonious at times. 
The Bill finally passed and was ap- 
proved on February 25, 1927. - The par 
payment of checks that had persisted 
despite intense opposition was contested 
on constitutional grounds by one of the 
member banks, the petition was denied 
by the Supreme Court of the United 
States, and with every attack beaten back 
the check swung into line as our popular 
currency. 


A history of the National Association 
of Credit Men would not be complete 
without mention of Miss Mary B. Mer- 
ritt who since 1911 had served as sec- 
retary of four executive-managers. ‘Her 
life was woven into the fabric of the 
Association. 


Can the fact be denied that from its 
very beginning the career of the Na- 
tional Association of Credit Men con- 
sistently supported the constructive side 
of every public contention into which it 
entered. That its colors were never 
lowered because its contentions were 
opposed by minorities in the Association. 
That in all issues involving moral recti- 
tude the Association never swerved or 
sought to appease clamor by straddling 
questions. Its records offer nothing that 
savored of mere expediency, that it was 
ever bewildered by problems involving 
the soundness of credit. Its faith was 
firm in the philosophy that stable busi- 
ness is founded on sound credits. 

Fabricating a technique for credit 
when this medium lubricated produc- 
tion, expended our financial powers and 
gave the foundation of our commercial 
greatness. Members of the Association 
may hold a just pride in its moral and 
material accomplishments. The nation’s 
business owes the National Association 
of Credit Men a debt of gratitude. 
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Corporate 


y reorganization 


(Cont. from page 26) securities, together 
with their addresses, and (b) a list of 
stockholders of each class, with their 
addresses, (such lists to be open to in- 
spection of any creditor or stockholder 
during reasonable business hours, upon 
application to the debtor or trustees, 
but which shall not constitute admis- 
sions by the debtor or trustees in a pro- 
ceeding under this section, or otherwise) . 

(5) Rejection of Contracts: May di- 
rect the rejection of contracts of the 
debtor, executory in whole or in part. 

(6) Time limit for filing claims and 
classification by creditors and stockhold- 
ers: Shall fix the time for the filing of 
claims by creditors and stockholders, the 
manner in which the same shall be evi- 
denced and allowed, and for the pur- 
poses of the plan and its acceptance, the 
division of creditors and stockholders 
into classes according to the nature of 
their respective claims and interests, and 
for the purpose of such classification, 
classify as an umsecured claim any 
amount in excess of the amount of any 
security held therefor. 

(7) Notices: Shall cause reasonable 
notice of the time for the filing of claims 
and classification of creditors and of all 
hearings for the consideration of any 
plan or the dismissal of the proceedings, 
or the liquidation of the estate, or the 
allowance of fees and expenses, to be 
given creditors and stockholders by pub- 
lication or otherwise. 

(8) Dismissal of Proceedings; or En- 
try of Order of Liquidation: If a plan 
of reorganization is not proposed or 
accepted within a reasonable period to 
be fixed by the judge, or if proposed, 
and acceptance is not confirmed, the 
judge may, after hearing, whether the 
proceeding be voluntary or involuntary, 
either (a) extend the period, or (b) 
dismiss the proceeding, or (c) except 
in the case of a railroad or other public 
utility, or a solvent debtor, direct the 
estate to be liquidated, or (d) direct the 
trustee or trustees to liquidate the estate, 
appointing a trustee or trustees, if none 
has previously been appointed, as the 
interests of creditors and stockholders 
may equitably require. 

(9) Allowance of Compensation: 
May allow reasonable compensation for 
services rendered and reimbursement of 

expenses incurred in connection with 
the proceeding and the plan by (a) of- 
ficers, (b) parties in interest, (c) de- 
positaries, (d) reorganization managers 


arid committees, or (e) other representa- 
tives of creditors or stockholders and 
the attorneys or agents of any of the 
foregoing and of the debtor. Orders 
fixing such allowances may be appealed 
to the Circuit Court of Appeals, inde- 
pendently of other appeals in the pro- 
ceeding, and shall be heard summarily. 

(10) Stays: In addition to staying 
suits pending against the debtor at the 
time of the filing of the petition, as pro- 
vided in Sec. 11 of the Bankruptcy Act, 
the judge may enjoin or stay the 
commencement or continuance of suits 
against the debtor until after the final 
decree; and may, upon notice and cause 
shown, enjoin or stay the commence- 
ment or continuance of any judicial pro- 
ceeding to enforce any lien upon the 
estate until after, the final decree. 

(11) References: May refer any mat- 
ters to a Special Master (who may be 
one of the referees in bankruptcy) for 
consideration and report, and allow rea- 
sonable compensation for the Master's 
services and disbursements. 

25. Right of Parties To Be Heard.— 
(a) The debtor has a right to be heard 
on all questions; (b) any creditor or 
stockholder has the right to be heard 
(1) on the question of the permanent 
appointment of trustees; (2) the pro- 
posed confirmation of any reorganiza- 
tion plan, and (3) upon filing a petition 
for leave to intervene, on such other 
questions arising in the proceeding as 
the judge shall determine. 

26. Rights of Debtor if No Trustee 
Is Appointed.—tin such event, the debtor 
continues in possession of its property 
and with the authority of the judge may 
operate the business during such period, 
fixed or indefinite, as the judge may pre- 
scribe, and has all the title to and may 
exercise all the powers of a trustee ap- 
pointed pursuant to this section subject 
to the orders of the judge. While. the 
debtor is in possession, its officers may 
receive only such compensation as the 
judge may approve, and no person may 
be elected or appointed to any office to 
fill a vacancy or otherwise without the 
prior approval of the judge. 

27. Conditions Under Which a Re- 
organization Plan May Be Proposed.— 
(a) By the debtor in any event; (b) 
by creditors or stockholders, provided 
the plan has been approved by not less 
than 25% in amount of any class of 
creditors affected by the plan, and not 
less than 10% in amount of all the 
claims against the debtor, or, if the 
debtor is solvent, by not less than 10% 
of any class of stock outstanding and 
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affected by the plan, and not less than 
5% of the total number of all classes 
of stock outstanding. 

28. Acceptance by Creditors and Stock- 
holders.—A plan of reorganization can- 
not be confirmed by the court until it 
has been accepted in writing, (either 
before or after the filing of the petition 
or answer under this section) and such 
acceptance has been filed in the pro- 
ceeding by or on behalf of: (a) credi- 
tors, holding two-thirds in amount of 
the claims of each class whose claims 
have been allowed and would be af. 
fected by the plan; and (b) stock. 
holders, holding the majority of the 
stock of each class. If the United States 
of America is a creditor or stockholder, 
the Secretary of the Treasury is author- 
ized to accept or reject a plan in respect 
of the interests or claims of the United 
States. 

(1) Exceptions as to Creditors: Ac- 
ceptance is not necessary by any creditor 
or class of creditors (a) whose claims 
are not affected by the plan, or (b) if 
their claims are to be paid in cash in 
full, or (c) if provision is made for the 
protection of their interests, claims or 
liens in the manner specified in para- 
gtaph 16-(a) subdivision (4) above. 

(2) Exceptions as to Stockholders: 
Acceptance is not necessary by any stock- 
holder or class of stockholders (a) if 
the debtor shall have been found to be 
insolvent, or (b) the interests of such 
stockholders will not be affected or (c) 
if provision is made for the protection 
of their interests in the manner set forth 
in paragraph 16-(a) subdivision (3) 
above. 

(3) Additional data to be filed with 
Acceptances of Creditors and Stockhold- 
ers: (a) A verified statement showing 
what contracts of the debtor are execu- 
tory in whole or in part, and what un- 
expired leases have been rejected and 
surrendered; (b) a verified statement 
showing what claims and shares of stock, 
if any, have been purchased or trans- 
ferred by those accepting the plan after 
the commencement or in contemplation 
of the proceeding, and the circumstances 
of such purchase and transfer. The lat- 
ter statement may be dispensed with in 
the discretion of the judge if he is satis- 
fied that by reason of the number of 
securities outstanding and the extent of 
the public dealing therein, the prepara- 
tion of such a statement would be im- 
practical. 

29. Special Provisions with Respect to 
Public Utilities: In case thé debtor is a 
utility, subject to the jurisdiction of a 
regulatory commission, of authority 
created by the laws of the state or states 
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in which the debtor's properties are op- 
erated, the plan of reorganization shall 
not be confirmed until: (a) it has been 
submitted to such commission or au- 
thority; (b) such commission or author- 
ity has had opportunity to suggest 
amendments or objections to the plan; 
and (c) the judge shall have considered 
such amendments or objections at a hear- 
ing at which each such commission or 
authority may be heard. 

If the debtor is a public utility cor- 
poration, wholly intrastate in character, 
no plan of reorganization may be ap- 
proved, if the regulatory commission, 
having jurisdiction over such public 
utility, certifies that the public interest is 
affected by the plan, unless such com- 
mission first approves the plan as to the 
public interest therein, and the fairness 
thereof. If such commission does not 
so certify within thirty (30) days, or 
such additional time as the court may 
allow, after submission of a plan to it, 
it is deemed that the public interest is 
not affected by the plan. 

30. Confirmation of the Plan.—After 
hearing such objections as may be made 
to the plan, the judge shall confirm, if 
satisfied : 

(1) That it is fair and equitable and 
does not discriminate unfairly in favor 
of any class of creditors or stockholders, 
and is feasible; 

(2) That it complies with the pro- 
visions set forth in paragraph 16 above. 

(3) That it has been accepted by the 
requisite amount of stockholders and 
creditors. 

(4) That the provisions of para- 
gtaph 29 above have been complied 
with. 

(5) All amounts to be paid by the 
debtor or by any corporation or corpora- 
tions acquiring the debtor's assets and 
all amounts to be paid to committees or 
reorganization managers for services or 
expenses incident to the reorganization 
(whether to be paid by the debtor or 
any corporation acquiring the corpora- 
tion’s assets) have been fully disclosed 
and are reasonable, or are to be subject 
to the approval of the judge. 

(6) The offer of the plan and its ac- 
ceptance are in good faith, and have not 
been made or procurred by any means 
or promises forbidden by the Bankruptcy 
Act. 

(7) The debtor and every other cor- 
poration issuing securities or acquiring 
property under the plan is authorized by 
its charter or by applicable state or fed- 
eral laws, to take all action necessary to 
catry out the plan, and if the debtor is a 
utility corporation, subject to the juris- 
diction of a regulartory commission or 
authority created by the laws of the state 


or states in which its properties are oper- 
ated, the necessary authority, approval 
and consent of such commission or au- 
thority has been obtained. 

31. Changes or Modification in the 
Plan.—May be proposed by any party in 
interest, before or after the plan is con- 
firmed, and may be made with approval 
of the judge, after hearing upon notice 
to creditors and stockholders, subject to 
the right of any creditor or stockholder 
who shall previously have accepted the 
plan, to withdraw his acceptance within 
a period to be fixed by the judge, and 
after such notice as the judge may di- 
rect, if, in the opinion of the judge the 
change or modification will be materially 
adverse to the interest of such creditor or 
stockholder. Failure of such creditor or 
stockholder having the right of withdraw, 
to withdraw within such period is deemed 
an acceptance of the plan as changed or 
modified. A changed or modified plan 
must comply with the same provisions 
of law which are applicable to an orig- 
inal plan. 

32. Effect of Confirmation. — (a) 
The debtor and other corporation or cor- 
porations organized, or to be organized, 
for the purpose of carrying out the plan, 
have full power and authority to put the 
same into effect and carry out the plan 
and the orders of the judge relative 
thereto. 

(b) The provisions of the plan, and 
the order of confirmation are binding 
upon (1) the debtor; (2) all stock- 
holders thereof, including those who 
have not, as well as those who have 
accepted it, and (3) all creditors, 
secured or unsecured, whether or not af- 
fected by the plan, and whether or not 
their claims have been filed, and if filed, 
whether not approved, including cred- 
itors who have not, as well as those who 
have accepted it. 

(c) The debtor and any other cor- 
poration, organized or to be organized 
for the purpose of carrying out the plan, 
have full power and authority to, and 
shall put into effect and carry out the 
plan, and the orders of the judge relative 
thereto under his supervision and con- 
trol. 

(d) The property dealt with by the 
plan, when transferred and conveyed by 
the trustee or trustees to the debtor, or 
any other corporation provided for by 
the plan (or, if no trustee has been ap- 
pointed, when retained by the debtor 
pursuant to the plan, or transferred by 
it to the corporation provided for by the 
plan), is free and clear of all claims of 
the debtor, its stockholders and creditors, 
except such as may consistently with the 
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provisions of the plan, be reserved in the 
order confirming the plan, or directing 
such transfer and conveyance, or reten- 
tion, and the court may direct the trustee 
or trustees, or if there be no trustee, the 
debtor, and any mortgage, the trustee 
of any obligation of the debtor, and all 
other proper and necessary parties, to 
make any such transfer and conveyance, 
and direct the debtor to join in the same. 

33. Final Decree.—Upon termination 
of the proceedings, a final decree shall 
be entered discharging the trustee or 
trustees if any, making such provisions 
as may be equitable by way of injunc- 
tion or otherwise, and closing the case. 
Such final decree discharges the debtor 
from its debts and liabilities and termi- 
nates and ends all rights and interests of 
its stockholders, except as provided in 
the plan or reserved thereby. 

34. Exemption from Provisions of 
Revenue Act——The provisions of the 
Revenue Acts of 1926 and 1932 do not 
apply to the transfers or exchange of 
securities or making or delivering of 
conveyances, to make effective any plan 
of reorganization confirmed under this 
act. (The reference is to stamp taxes.) 

35. Exemption from Securities Act of 
1933.—Securities issued pursuant to a 
plan of reorganization confirmed by the 
court, including securities issued for the 
purpose of raising money for working 
capital and other purposes of such plan, 
and securities issued by the debtor or by 
the trustee or trustees, and all certificates 
of deposit, representing securities of or 
against the debtor, which it is proposed 
to deal with under any such plan, are 
exempt from the provisions of the 
Securities Act, except provisions of sub- 
division (2) of Section 12, and Section 
17 thereof, and except the provisions of 
Section 24 thereof as applied to any 
willful violation of Section 17. 

36. Rights of Prior Receivers or Trus- 
tees.—If a receiver or trustee of all or 
any part of the property of a corporation 
has been appointed by a federal, state or 
territorial court, a proceeding under this 
Act may, nevertheless, be commenced at 
any time thereafter, either by the cor- 
poration or by its creditors, and if the 
petition or answer is approved, the 
trustee appointed under this Act or the 
debtor, if no trustee is appointed, is en- 
titled forthwith to possession of, and be- 
comes vested with title to all the debtor’s 
property, whether in the hands of such 
prior receiver or trustee or not, but the 
judge shall make such order as may be 
equitable for the protection of obliga- 
tions incurred by the receiver or prior 
trustee and for the (Comt. on page 52) 
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Colton scores 


In the June issue of Credit and 
Financial Management we present- 
ed the story of National Director 
Charles A. Colton of Boston, whose 
one-act play “The Case of a Bankrupt” 
was successfully put on at a special 
bankruptcy meeting by members of the 
Boston Association, who took the vari- 
ous parts in the play. 

In this issue we have occasion once 
more to acknowledge the ability of Play- 
wright Colton. On Tuesday afternoon, 
May 22nd., at Swampscott, Mass, be- 





another “hit” 


fore the New England Retail Credit 
Conference, another of Mr. Colton’s 
brain children was put on display and 
enthusiastically received. 

The name of the new opus was ‘The 
Case of the Boston Store vs Madden.” 
Enthusiastic reception of the play and 
excellent reaction to the effect that it 
was one of the most worthwhile demon- 
strations ever put on at the Conference 
were just a few of the compliments ac- 
corded Mr. Colton. 

Here follows the cast: 


Ms ase eli c. Charles A. Colton, "The Boston Transcript'"—Attorney 
FS i = ER ceenrnnterer enters Frank C. Gorman, Attorney 
CLERK OF COURT.............. William J. Starr, Merchants’ Credit Bureau, Boston 
ENR Me MII 5 vcn nn, scseessvncde-nnckseoeococwos Fred Cooksey, Hill & Welch, Lynn 
DEFENDANT ..........0--.-.02:400.0.-.00s2: John F. Madden, Chandler & Company, Boston 
PLAINTIFF'S WITNESSES. 2.0... eee cece eeseeeeeeeeneeeee 

Harry S. Duley, Jordan Marsh Co., Boston 


Charles W. Harvey, Gilchrist Co., Boston 
Dna eee sottin kdl Leon O. Wavle, S. S. Pierce Co., Boston 
ITED...) <2. .2..-5 soso equasghinomipreahineboaiiachedal Miss Mary Mahoney 
ERRAND BOY.................... Joseph A. Camia, Merchants’ Credit Bureau, Boston 


The Municipal Bankruptcy Bill 


by W. RANDOLPH MONTGOMERY, N. A. C. M. Counsel 


On May 24, 1934, President Roosevelt 
signed the much debated bill to amend the 
Bankruptcy Law by providing emergency 
temporary aid for insolvent public debtors. 

For over a year this legislation has been the 
subject of acrimonious debate. It was orig- 
inally sponsored in the House of Representa- 
tives by Congressman Wilcox of Florida, and 
is — to provide relief for municipali- 
ties and taxing districts throughout the coun- 
try which had become involved in financial 
difficulties as the result of excessive expendi- 
tures during the boom days. 

Efforts had been made by various munici- 
= to persuade the holders of municipal 

mds to agree to a reduction of the interest 
rate on the face amount of the securities, 
but in many instances a small minority of 
bondholders refused to cooperate with the 
majority and mandamus proceedings were 
instituted in the federal courts to compel 
the taxing officers to assess sufficient taxes 
to pay the defaulted bonds and the interest 
in full. 

The bill which has now become law is an 
emergnecy measure and grants to the federal 
courts jurisdiction in voluntary and involun- 
tary proceedings to adjudge public debtors 
bankrupt for a period of two years from the 
date of enactment of the statute. The Act 
provides that any municipality or any politi- 
cal subdivision of any state may file a peti- 
tion in the United States District Court stat- 
ing that the taxing district is insolvent or un- 
able to meet its debts as they mature and that 
it desires to effect a plan of readjustment. 
The plan must be filed with the petition, and 
must be accompanied by a statement. show- 
‘ing that creditors owning not less than 51% 
in amount of the bonds, notes and certificates 
of indebtedness of the taxing district affected 
by the plan, exclusive of such as are held or 
owned . the taxing district in a fund or 
otherwise, have accepted the plan in writing. 
_ The plan of adjustment must include pro- 
visions modifying or altering the rights of 
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creditors generally, or of any class of them, 
secured or unsecuted, either through the issu- 
ance of securities of any character or other- 
wise, and may contain such other provisions 
and agreements not inconsistent with the Act 
as the parties may desire. 

Upon approving a petition or at any time 
thereafter, creditors must be notified by pub- 
lication of a hearing to be held within ninety 
days for the purpose of considering the plan 
of adjustment and any changes or modifica- 
tions thereof which may be proposed. The 
plan must be accepted and approved within 
such time as the judge may fix, (not exceed- 
ing two years from the date of the filing of 
the petition) by creditors holding more than 
one-half in amount of all claims affected by 
the plan. If so accepted, the plan may be 
confirmed by the court, if it has been ac- 
cepted in writing by or on behalf of creditors 
holding two-thirds in amount of the claims 
in each class whose claims have been allowed, 
and would be affected by the plan, and by 
creditors holding 75% in amount of the 
claims of all classes affected by the plan, ex- 
cluding claims held or controlled by the tax- 
ing district itself, and the plan must also be 
approved in writing by the taxing district. 

The court must find the plan is fair and 
equitable and for the best interests of credi- 
tors, and that it does not discriminate un- 
fairly against any class of creditors; that it 
has been accepted and approved by the requi- 
site number of creditors; that the expenses 
to be paid have been fully disclosed and are 
reasonable; that the offer and acceptance 
were in good faith, and that the taxing dis- 
trict is authorized by law to take the neces- 
Sary action to carry out the plan. 

Upon confirmation, the provisions of the 
plan. and the order of confirmation become 

inding upon the taxing district and all cred- 
itors, secured or unsecured, whether or not 
affected by the plan, and whether or not their 
claims have been filed or evidenced, and 
whether or not allowed, regardless of whether 






creditors have accepted the plan or not. 

The court is given wide discretion to dis. 
spears the ie on equitable grounds, but 
1 > 


disapproved, the judge must file an opinion 
reciting his reasons for such disapproval, 
Upon approval, the final decree operates to 
discharge the taxing district from all debts 
and liabilities dealt with in the plan, except 
as therein provided. 

In response to criticism of the bill, as orig. 
inally offered, the Senate wrote into the Act 
a provision to the effect that it shall not be 
construed to limit or impair the power of 
any state to control any political subdivision 
thereof, in the exercise of its political or 
governmental powers, including expenditures 
therefor, and including the power to require 
the approval by the state of the filing of any 
petition for relief under the Act and of any 
plan of readjustment, and whenever any state 
has provided an agency authorized to exer- 
cise supervision or control over the fiscal 
affairs of its political subdivisions, and such 
agency has assumed such supervision or con- 
trol, then no petition under the Act may be 
filed by any such political subdivision except 
with the written approval of the state agency 
and no plan of readjustment may be put into 
temporary effect or finally confirmed without 
the written approval of such agency. 

The bill in the form in which it was 
passed will unquestionably provide much 
needed relief for many municipalities and 
taxing districts. The danger that it will put 
a premium upon municipal improvements is 
minimized by the requirement that the plan 
must be approved by at least 51% of cred- 
itors before the court can acquire jurisdiction. 
If the district judges exercise wisely the dis- 
cretion granted to them to withhold confir- 
mation of plans submitted, the ultimate result 
should be a strengthening of the credit struc- 
ture of the municipality or taxing district. 
Millions of dollars of municipal bonds now 
in default can be salvaged, and tremendous 
losses saved to the individuals and institu- 
tions now holding them. 

Without such relief as the bill provides, 
there was little or no possibility of reestab- 
lishing the credit of many of the more than 
two thousand municipalities and taxing dis- 
tricts now in default. 


Secured 
creditors 


Secured creditors must move within 
six months after adjudication in order 
to come in as general creditors for de- 
ficiency claims, according to a decision 
handed down recently by Judge Robert 
P. Patterson in the U. S. District 
Court. 

The Manufacturers Trust Co., of 
New York, which held a mortgage as 
security for a claim of $30,000, failed 
to file a claim for deficiency against the 
trustee in bankruptcy within the statu- 
tory period of six months and sought to 
file it later, contending that the statute 
did not have. the same application to 
secured claims. 

“The question is simply whether a 
secured creditor who believes his se- 
curity is insufficient may file a proof of 
claim more than six months after ad- 
judication, there having been no litiga- 
tion during that time over his claim 
and the trustee having made no attack 
at any time on the validity of the se- 
curity,” said Judge Patterson. 


is constant 


But we dont mean “SMALL” change! 


The big opportunities are ahead—for growing men. If you’re in- 
terested in improving your chances of improving your position, 
we know we can be of help to you. Now is the time to start. 
And the way to start is to clip the attached coupon. Selah! 


N A 7 I O N A L NATIONAL INSTITUTE OF CREDIT, Dept.7, One Park Avenue, New York. 
Please send me details of your NEW course in Credits and Collections. 
A 
OF CREDIT ™ . 
Illustration from Ztna Casualty & Surety Co., Hartford, Conn. 
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Notes 
About 
Credit 
Matters 


. in banking 
ie 


structure analyzed 


Changes that have taken place in 
the American banking structure, espe- 
cially those relating to the extensive en- 
try of the Federal Government into 
banking operations in connection with 
recovery measures, are analyzed in detail 
in a report by the Economic Policy 
Commission of the American Bankers 
Associatien made public here today. The 
commission’ summarizes its findings as 
follows: 

"kh The banking crisis of March, 
1933, brought a. reduction of nearly 
4,000 in the number of banks, or about 
20 per cent. Aggregate resources de- 
creased by pearly five and one-half bil- 
lions, or nearly 10 per cent. 

2. Ass ‘compared with the all time 
high. mark‘ for the number of banks, 
30,800 institutions in 1921, the new 
structure of June, 1933 with 14,600 
units represented a decrease of 16,200 
or over half. 

“3. As compared with the peak of 
aggregate resources, $74,000,000,000 
in 1930, the banks in June, 1933, with a 
total of $51,300,000,000 showed a 
shrinkage of $22,700,000,000 or 31 per 
cent. 

“4. The mew structure does not 
show material changes in respect to the 
relative importance of the state and na- 
tional components in it as compared 
with previous conditions. It does show 
material increase in the influence of the 
Federal Reserve System in the commer- 
cial banking field. 

“5. Im many directions there have 
been material extensions of Federal 
Government participation in the bank- 
ing and lending functions of the na- 
tion. 

“6. Through the Reconstruction 
Finance Corporation, recent reports 
showed several thousand banks were in- 
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debted at the end of March to the Fed- 
eral Government in the amount of 
$657,000,000 on pledge of substantial 
portions of their assets. 

“7. Also, the R.F.C. had entered 
agreements extending capital aid in ex- 
cess of $1,000,000,000 to over 6,400 
banks. This was equivalent to 44 per 
cent of the banks and 36 per cent of 
their common capital. 

“8. Outside this direct participation 
in banking, the Federal Government 
has created and is participating in the 
capitalization and operation of a large 
number of agencies for extending vari- 
ous kinds of short, intermediate, and 
long-term loans to all types of cor- 
porate and individual borrowers. 

“9. The facts we have been able 
to gather indicate that all told there 
appear to be about 5,800 loaning 
associations and corporations of this 
type, and that their aggregate au- 
thorized capital from government 
sources is about $1,500,000,000. Offi- 
cial statements enumerate borrowers 
from them aggregating about 1,000,000 
persons and institutions. The amount 
of loans they are reported to have made 
is in excess of $3,000,000,000. Various 
of these agencies are empowered to issue 
government guaranteed bonds to an in- 
dicated total of over $5,000,000,000. 

“10. In addition the Reconstruction 
Finance Corporation had direct loans 
outstanding to various classes of cor- 
porate interests of about $700,000,000. 
With capital of $500,000,000, it was 
empowered to issue obligations aggre- 
gating more than five billion dollars. 

11. In the deposit field, the Fed- 
eral Government is operating the Postal 
Savings System, under which about 
8,000 post offices have been designated 
as depositories, a gain of more than 
1,000 in four years, with deposits rising 
above $1,200,000,000 and depositors 
passing 2,300,000.” 


Maryland Casualty Co. 
—— Burns, 7 < 

F. Highlands Burns, at a meeting of 
the Board of Directors of the Maryland 
Casualty Company, tendered his resigna- 
tion as President of the Company and 
was elected Chairman of the Board. 
Silliman Evans, Executive Vice Presi- 
dent, was elected President. 


Tragedy 


A note of tragedy was injected into 
the Los Angeles Convention on its first 
day, Monday, June 11th, when H. F. 
Holbrook, Secretary of the Minneapolis 
Association of Credit Men, was in- 
formed of the death of his brother, 









Clyde. The latter, one of the American 
Airline’s crack pilots, with more than 
10,000 hours of flying to his credit, was 
pilot of the Chicago-bound American 
Airline “Curtis Condor” plane which 
crashed and burned in the Catskill 
Mountains in New York State on Sat- 
urday, June 9th. 

When informed of his brother’s tragic 
death, Secretary Holbrook told news cor- 
respondents: “Clyde was always confi- 
dent; yet he was not overlooking the 
possibilities and told us that if he were 
going to go, he would rather go ‘that 
way.” Mr. Holbrook said the plane 
must have failed because “Clyde has 
gone through too many things not to 
know what to do.” 


Membership 
\, leaders 
Because their records were the best 
in the matter of membership during 
the year 1933-1934, the following As- 
sociations were awarded membership 
awards at the Los Angeles Convention 
by the Past President, E. Donn Ross: 
Class A—Credit Managers’ Associ- 
ation of Northern & Central Calif. 
—San Francisco, Calif. 
Class B—Seattle Association of 
Credit Men, Seattle, Wash. 
Class C—Oakland Association of 
Credit Men, Oakland, Calif. 
Class D—Birmingham Association of 
Credit Men, Birmingham, Ala. 
Class E—San Diego Wholesale 
Credit Men's Association, San 
Diego, Calif. 


Tribute to Fraud 

\ Prevention Director 

A glowing tribute was paid to 
Charles J. Scully, Director of the Fraud 
Prevention Department of the National 
Association of Credit Men, recently at 
a dinner meeting of the Uptown Credit 
Group in New York. The group is an 
affiliated association of the National 
Federation of Textiles, Inc. 

The tribute to Mr. Scully was paid by 
Federal Judge John C. Knox, Senior 
Judge of the Southern District of New 
York, while he expressed his apprecia- 
tion of the support given him and his 
court in the fight to retain the official 
receivership system under which the 
Irving Trust Company of New York 
acts as Receiver in all bankruptcy cases 
in that district. He added that whether 
the fight to retain the system was 
eventually successful or not, his court 
would endeavor to protect the rights of 
creditors and to keep fraudulent prac- 
tices from creeping into the administra- 
tion of bankruptcy cases. 
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Business 
\, thermometer 


(Cont. from p. 33) was 75.9 on June 11, 
which compares with 75.8 the week be- 
fore, 75.5 two weeks before, 75.4 three 
weeks before and 75.2 four weeks be- 
fore. The present average is the high- 
est of the year to date; the lowest thus 
far in 1934 was 72, in the first two 
weeks of January. The average of Oct. 
15, at 72.2 was the highest of 1933; 
the average of March 5, at 55, was the 
lowest. 

Crump’s index number of British 
commodity prices for last week based 
on 100 as the average for 1926, was 
64.7 which compares with 64.4 a week 
ago, 64.5 two weeks ago, 64.5 three 
weeks ago and 64.4 four weeks ago. 
The average of Feb. 17, at 66.4 was the 
highest of the year to date; the average 
of the first week of January, at 64.1, 
was the lowest. The average of the 
third week of July, at 65.1, was the 
highest of 1933; the average of April 
9, at 59.7, was the lowest. 


Automobiles: 

The May output of motor vehicles 
amounted to 336,657 units, according 
to an estimate released by the National 
Automobile Chamber of Commerce. 
On the basis of this estimate the 
month’s production represented a de- 
crease of 11 percent under the preceding 
month and a gain of 48 percent over 
May 1933. Five months’ production 
was estimated at 1,477,770 units—an 
increase of 88 percent over the corres- 
ponding period last year. 


Stocks: 

Professor Irving Fisher's index num- 
ber of stock exchange prices for the 
week ending June 9, based on the 205 
most important stocks and using the 
average of 1926 as 100, was 72.0, which 
compares with 72.2 a week ago, 72 two 
weeks ago, 71.4 three weeks ago and 
73.3 four weeks ago. 

The average of Feb. 10, at 83.8, was 
the highest of the year to date; the 
average of three weeks ago was the low- 
est. The average of the second week 
of July, at 81.4, was the highest of 
1933; the average of March 5, at 35.9, 
was the lowest. 


“You say you served in France?” said 
the restaurant manager, as he sampled 
the new cook’s first soup. 

“Yes, sir. Cook for two years and 
wounded twice.” 

“You're lucky, man. 
they didn’t kill you.” 


It’s a wonder 


Are unusual 

\ terms justified? 
(Cont. from p. 19) gain it contemplates 
destroying fair, economically correct 
practices established over a period of 
years and offers in its stead the old al- 
ternative of “dog eat dog,” “every man 
for himself” and “the Devil take the 
hindmost.”’ 

The answer is “No.” 


100 per- 
y cent plus 


(Cont. from p. 29) Association of Credit 
Men, with their trained and experienced 
personnel, are ready at all times to aid 
and assist in commercial cases of finan- 
cial distress. As specialists, they are 
qualified to prescribe the best remedy 
suitable to the circumstances in any 
given case. Why ponder and wait? 
Your Adjustment Bureau is waiting for 
the opportunity to serve you, and un- 
necessary delay may mean the loss of 
cold dollars and cents. 


Paging the 

\y new books 
(Cont. from page 30) as a whole. Mr. 
Giles has aimed at the practical rather 
than the academic and gives many prac- 
tical suggestions for turning one’s im- 
agination into the creation of practical 
mew methods and ideas. Touching 
lightly upon almost everything, written 
entertainingly, this book may prove a 
source of inspiration to business execu- 
tives who are so close to their own 
affairs that they cannot get the proper 
perspective. as 
H. P. Preston. 


Apologia: 


In our June issue, the collection let- 
ter of Mr. John W. Sprengeler was pre- 
sented. In connection with it, we stated 
that it had produced results of “‘six per- 
cent”... This was a typographical error. 
It should have read sixty percent. Such 
excellent results from a collection letter 
are worthy of recognition and we are 
glad of this opportunity to correct the 
mis-statement made in our previous 
issue. 


Leaders 
\ four 


(Continued from page 9) remained to 
be chosen and to these posts, three out- 
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standing men from the East, the Mid- 
West, and the West were elected. Suc- . 
ceeding Mr. Paul M. Millians of 
Atlanta, Ga., as Vice-President is Mr. 
P. M. Haight, Treasurer of the Inter- 
national General Electric Company, and 
President of the New York Credit Men’s 
Association. Mr. F. J. Hopkins of Min- 
neapolis was chosen to succeed himself 


- to represent the Mid-West and for the 


Far West, J. M. Rust of Los Angeles 
was succeeded by Mr. Forest Walden of 
Salt Lake City, Utah. Each of these 
three men have long been active in 
N.A.C.M. affairs and only a lack of 
space prevents us from giving a detailed 
account of their activities in the Associa- 
tion in this issue. 


Annual 
\y report 
(Cont. from page 28) 

I look upon the future of our Asso- 
ciation with a high degree of optimism. 
We shall plan to go forward with the 
service rendered to the members through 
our activities in legislation, education, 
service departments and in all phases of 
the work which may be beneficial to the 
credit world, and to business in genéral. 
This organization of yours has shown in 
almost four decades of its existence that 
it has the stamina and virility necessary 
to carry it not only during comparatively 
easy periods, but also under adverse con- 
ditions. I am certain that with the con- 
tinued support and cooperation of its 
members, our progress as a vital and in- 
tegral part of business life may be even 
more marked than in the past. 


COLLECTION 
STIMULATORS 


FFICIENT, economical and 

inoffensive reminders that actually 
stimulate collections. Each one a 
different attractive color, acting on 
the senses persuasively, compellingly. 

Made in solid color on a high 
grade white gummed paper. Not an 
expensive, bothersome, book form 
sticker, but a high grade die cut 
label. Packed in paper covered 
cardboard boxes. 

Sixteen different kinds assorted to 
suit your individual requirements. 

Priced :—500—$1.75, 1,000—$3.00, 
5,000—$12.50. 

Samples on request without 
obligation. 


Arthur E. Bauer 


4508 North Springfield Ave. 
Chicago, Ill. 
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Corporate 
i reorganization 


(Cont. from p. 47) payment of such rea- 
sonable administrative expenses and 
allowances in the prior proceeding as 
may be fixed by the court appointing 
such receiver or prior trustee. If, under 
such circumstances, the proceeding under 
this Act is dismissed, the judge may in- 
clude in the order of dismissal, appro- 
priate orders directing the return of pos- 
session of the property to the receiver or 
pfior trustee, upon such terms as he may 
deem equitable for the protection of ob- 
ligations incurred by any trustees ap- 
pointed under this Act, and for the pay- 
ment of administrative expenses and 
allowances in the proceeding hereunder. 


37. Evidence-—A certified copy of 
any decree or order entered under this 
Act is evidence of the jurisdiction of the 
court, the regularity of the proceedings, 
and the fact that the decree or order was 
made. A certified copy of the order di- 
recting the transfer of the property dealt 
with by the plan is evidence of the 
transfer of title and if recorded, imparts 
the same notice that a deed, if recorded, 
would impart. 


38. Order of Liquidation.—If the 
plan of reorganization fails, and the 
debtor is insolvent, the judge may enter 
an order directing the trustee or trustees 
to liquidate the estate and in such event: 


(1) the proceedings may be referred 
to one of the referees in bankruptcy ; 

(2) a first meeting of creditors is to 
be called as in an ordinary bankruptcy 
proceeding ; 

(3) a trustee is to be elected by cred- 
itors and is to receive the compensation 
provided for as in an ordinary bank- 
ruptcy proceeding, 

(4) claims are to be proved and 
allowed as in an ordinary bankruptcy, 
except that the six-months time limita- 
tion does not expire until six months 
after the date of the last publication of 
the notice of the first meeting of cred- 
itors. 

(5) bankruptcy priorities are to be 
recognized ; 

(6) sales are to be continued as in 
bankruptcy ; 

(7) dividends are to be declared as 
in bankruptcy. 

39. Applicability of Provisions of Sec- 
tions of Bankruptcy Act to Proceedings 
Under This Section —All provisions of 
the Bankruptcy Act not inconsistent with 
the provisions of this Act apply to pro- 
ceedings under this section except that 
unless and until an order directing the 
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liquidation of the estate has been en- 
tered, none of the following sections ap- 
ply to the proceeding: Sections 22, 40, 
44, 48, 55, 57-a, b, c, d, e, f, h, k, 1 
and m, 58, 63, 64, 65, 70-b, c, d and f. 
Provisions relating to “‘bankrupts’’ are 
deemed to relate also to ‘‘debters’’; 
“bankruptcy proceedings” are deemed to 
include proceedings under this section; 
the date of the order aproving the peti- 
tion or answer under this section shall be 
deemed to be the date of adjudication, 
and such order shall have the same con- 
sequences and effect as an order of ad- 
judication. 

40. Labor Provisions.—The right of 
employees to join labor organizations of 
their own choice is not to be interfered 
with, and no judge, debtor or trustee 
may use funds under their jurisdiction 
in maintaining so-called “company” 
unions, or to coerce employees to join or 
remain members of company unions; 
nor may any persons seeking employ- 
ment on the property under the jurisdic- 
tion of the judge be required to sign any 
contract or agreement promising to join 
or refuse to join a labor organization, 
and if such a contract has been enforced 
on the property prior to the time the 
property came under the jurisdiction of 
the judge, then the judge, debtor, or 
trustee, as soon as the matter is called to 
his attention, shall notify the employees 
by an appropriate order that said con- 
tract has been discarded and is no longer 
binding on them in any way. 

41. Act Not to Apply to Railroads 
Owned in Whole or in Part by Any 
Municipality—Nothing contained in the 
Act shall be construed or deemed to ap- 
ply to the stockholders, creditors, or of- 
ficers of any corporation operating or 
owning a railroad, or railroads, railway 
or railways, owned in whole or in part 
by any municipality and owned and/or 
operated by a municipality or under any 
contract to any municipality by or on its 
behalf, or in conjunction with such 
municipality under any contract, lease, 
nor any arrangement whatsoever, pro- 
vided, however, that this paragraph does 
not apply to, or affect any corporation or 
the stockholders, creditors, or officers 
thereof, if not more than 20% of its 
operating revenue is derived from such 
operations. 

42. Effect of Proceedings Under the 
Act.—The jurisdiction and powers of 
the court, the duties of the debtor, 
and the rights and liabilities of cred- 
itors and of all persons with respect 
to the debtor and its property, shalt 
be the same as if a voluntary petition for 
adjudication had been filed, and a decree 
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of adjudication had been entered on the 
date when the debtor's petition or an- 
swer had been approved. 

43. When Effective-—From and after 
the date of the approval of the Act, June 
7th, 1934. Applies as fully to debtors, 
their stockholders and creditors whose 
interests or debts were acquired or in- 
curred prior to such date, as to debtors, 
their stockholders and creditors whose 


interests and debts are acquired after 


such date. Proceedings under this sec- 
tion may be taken in bankruptcy pro- 
ceedings pending on the effective date 
of the Act. 


Bankruptcy 

\y, amendment 

The Corporate Reorganization Bill 
contained an amendment to Section 63-a 
of the Bankruptcy Act defining debts 
which may be proved to include claims 
for damages sustained by landlord upon 
the rejection of a lease by a trustee in 
bankruptcy. 

The law, as it originally was enacted 
on June 7th, contained the following 
provision: “Provided further that the 
provisions of this clause shall apply to 
estates pending at the time of the enact- 
ment of this amendatory act.” A bill 
was passed by Congress and signed by 
President Roosevelt, clarifying the pro- 
viso by adding to the end of it the fol- 
lowing words: “in which the time for 
filing such claims has not expired.” 

The effect of this amendatory bill is 
to remove the uncertainty created by the 
original proviso as to whether damage 
claims of landlords might be allowed in 
pending cases even though the six 
months’ filing limitations had expired. 

The National Association of Credit 
Men and its affiliated associations ma- 
terially assisted in securing this prompt 
clarification of the original bill. Had 
the proviso not been amended it would 
have been necessary to have secured an 
interpretation of the same by the United 
States Supreme Court before it would 
have been possible to wind up any cases 
now pending. 


- 
Oh, Professor 


Servant, to absent-minded professor: 
“The garbage man is here, professor.” 

Professor: “Tell him we don’t want 
any today.” 

Angry Motorist: “Some, of you pe- 
destrians walk as if you owned the 
street.” : 

Angry Pedestrian: “Yes, and some of 
you motorists drive around just as if you 
owned the car.” 
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Pittsburgh wins 1935 convention ee 


Rochester, N. Y. 


Immediately after the last session of the new board members that the next W. B. Lathrop 
the Los Angeles convention the gathering should go to the eastern sec- —— o Co. ie 
\y Board of Directors met to consider tion. On the first ballot Pittsburgh re- eo 
invitati iti i jOri L. W. Lyons 
invitations from several cities for ceived a majority of the votes and was ‘Shestiemiotme Ses, & bale. Ce: 


the 1935 convention. Both Kansas City officially awarded the 


next meeting. The E. Pittsburgh, Pa. 


and Omaha, from the mid-western area, exact date of the 1935 convention will 


convinced the Directors they were in not be decided until after a confer- iondat ice Wie Co. 
earnest in asking for the 40th conven- ence between the Pittsburgh association El Paso, Texas 
tion of the nation’s credit executives, but staff and Convention Director Brace Earl Mellen 
it seemed to be the opinion of most of Bennitt. Weston Elec. Inst. Corp. 
Newark, N. J. 
D. W. Norris 


Board of Directors 


Lennox Furnace Co. 
Syracuse, N. Y. 


F. E. Barkley H. E. Engstrom Edward G. Park 

C. M. McClung & Co. G. Sommers & Co. Firet National Bank 
Knoxville, Tenn. St. Paul, Minn. Fort Worth, Texas 

D. |. Bosschart Paul Fielden Walter H. Sack 

Eng Skell Co. Norton Co. Alfred J. Brown Seed Co. 
San Francisco, Calif. Worcester, Mass. Grand Rapids, Mich. 

W. G. Buchanan Ralph T. Fisher Walter E. Tarlton 
Councilor & Buchanan American Trust Co. Central Shoe Co. 
Washington, D. C. Oakland, Calif. St. Louis, Mo. 

Chas. A. Colton W. C. Grimmer Edward M. Tourtelot 
Boston Transcript Joannes Bros. Co. First National Bank 
Boston, Mass. Green Bay, Wis. Chicago, Ill. 

Francis A. Davis W. S. Gruger C. E. Votrian 

F. A. Davis & Sons The Imperial Candy Co. Barnsdall Refining Co. 
Baltimore, Md. Seattle, Wash. Tulsa, Okla. 

Willard H. Dressler F. J. Hamerin A. R. Wilson 

Stockyards Natl. Bank Lily Varnish Co. The Auto Equipment Co. 
Omaha, Nebr. teidtenapelli Ind. Denver, Colo. 





Showing operator punching record. The Auto-Typist 
accommodates on one record twelve letters or thirty para- 
graphs, any one of which may be selected and run at 
will, by simply turning the dial on the letter selector. 

One girl with an Auto-Typist can turn out 200 to 250 
personal letters a day and still find time for other work. 







608 North Carpenter St. 





Multiply Your Personality 


When writing to advertisers please mention Credit & Financial Management 


You know that when you take the time 
to personally dictate letters, they get 
results. 


Now, with the Auto-Typist, at a cost of 
only one cent each, you can produce the 
same results. Every letter will appear to 
be personally dictated and individually 
typewritten. Such letters are not ignored; 
they bring action. 


This new method, which gives you a 
great variety of letters or paragraphs, and 
permits any number of special insertions, 
is fully described in a little folder entitled 
"The Story of Auto-typewritten Letters’. 
Send for a copy. 


AMERICAN AUTOMATIC TYPEWRITER CO. 
Chicago, Ill. ©) 
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CONDITIONAL SALE CONTRACT. 
SIGNATURE IN BLANK. ASSIGNMENT. 
FAILURE TO NOTIFY PURCHASER. 
(CALIF. ) 

Judgment went for the defendant in an 
action by plaintiff to recover a sum alleged 
to be due for the purchase of an automobile 
truck. Plaintiff appeals. Defendant agreed 
to purchase from the Foerschler Motor Com- 
pany, a certain motor truck. The purchase 
Prices, as found by the trial court, was $1.750 
to be paid for in weekly instalments of $35. 
Defendant signed a conditional contract of 
purchase and sale in blank. The blanks were 
filled in, stating the purchase price at $1,- 
959.94, with monthly payments of $113.33. 
The conditional contract was assigned by the 
Foerschler Company to the plaintiff. The 
trial court found that no duplicate of the con- 
tract was ever delivered to the defendant or 
any notice om to the defendant of any as- 
signment of the conditional contract of sale 
to the plaintiff until long after the truck had 
been redelivered by the defendant to the 
Foerschler Company, and rescission of the 
contract effected. Defendant pursuant to the 
agreement had with the Foerschler Company, 
returned the truck to the motor company, all 
payments theretofore made to the Foerschler 
Motor Company being retained by them and 
the defendant released from further liability 
for the truck. 

Held that a notice of intended assignment 
is not notice of a subsequent assignment. The 
duty to protect one’s interest does not alone 
devolve upon the maker of a non-negotiable 
instrument, but an assignee, in order to pro- 
tect himself, cannot remain silent. “In order 
to protect his rights, the assignee must notify 
the debtor of the assignment, since the latter 
is entitled to all setoffs and defenses he may 
have or may acquire against the assignor, 
until he is notified of the assignment.” As 
to an instrument executed in blank, where 
there has been an agreement as to the amount 
of money involved, the holder of the instru- 
ment may fill in the blank as to that amount, 
but there is no authority, either express or 
implied, to fill in an amount in excess of the 
stipulated purchase price. Under. such cir- 
cumstances a material change is held to have 
been made in the conditions of the instru- 
ment. In the instant case the purchase price 
of the truck was $1,750, whereas the pur- 
chase price in the conditional agreement was 
$1,959.94. Affirmed. C. I. T. Corporation 
v. Glennan. Calif. Dist. Ct. of Appeals, 3rd 
App. Dist. Decided March 31, 1934. 


CHATTEL MORTGAGE, FORE- 
CLOSURE. REPLEVIN BY CONDITIONAL 
SELLER. RESPECTIVE RIGHTS. DAM- 
AGES. (WASH.) 

Berg purchased from Albert Pick & Com- 


pany, under conditional bill of sale, a large 
quantity of furniture, which went into the 
Bergonian hotel, in Seattle. The conditional 
bill of sale contained a covenant on the part 
of Berg that he would not incumber the 
furniture without the consent of the vendor. 
In 1928, Berg mortgaged his interest in the 
furniture to plaintiff. About May 1, 1930, 
Berg turned the hotel and furniture over to 
laintiff. Plaintiff commenced this action to 
oreclose its chattel mortgage on May 24, 
1930, joining as a party defendant Albert 
Pick & Company, the vendor under the con- 
ditional bill of sale to Berg. In the mean- 
time, Albert Pick & Company had assigned 
its vendor's interest in the contract of con- 
ditional sale to the intervener. This assign- 
ment was not filed. Neither Berg nor plain- 
tiff had notice of the assignment until 
August, 1931, when the intervener filed its 
complaint in intervention, setting up an 
action in replevin. On a former trial, this 
court reversed the judgment of the trial court 
(1933 CCH, page 18, 021), holding the con- 
ditional bill of sale effective as such, and 
holding further that demand was not a pre- 
requisite to intervener’s right to maintain its 
action in — From judgment for dam- 
ages entered pursuant to remand, both plain- 
tiff and intervener appeal. 


Held that since the detention became 
wrongful only by plaintiff's refusal to com- 
ply with intervener’s demand for possession, 
the trial court was correct in fixing the value 
of the property as of August 7, 1931, the day 
intervener filed its complaint in intervention, 
for the purpose of ascertaining the amount 
of depreciation. Intervener’s contention that 
the date plaintiff took possession should have 
been ot is not sound. But the trial court 
erred in allowing plaintiff sums on account 
of repairs made and taxes paid by it during 
the time the property was in its possession. 
This is not a case that calls for the applica- 
tion of the doctrine of accession. The ex- 
penditures were necessary to the plaintiff's 
own enjoyment and use of the property. 
Furthermore, the items are effectually allowed 
in fixing the value of the property at twelve 
thousand dollars at the time it was returned 
to intervener. Obviously, the value of the 
property at that time would have been less, 
in the aggregate of those amounts, had not 
the repairs been made or the taxes paid. The 
judgment, foreclosing plaintiff's mortgage, is 
affirmed = pa ; appeal. On a 
vener’s appeal, the judgment, dismissing the 
complaint in intervention. will be suolibed 
in accordance with the views herein ex- 
pressed. Seaboard Sécurities Co., Inc. v. 
Berg, et al. Wash. Supreme Ct. Decided 
April 9, 1934. 


ARBITRATION AGREEMENT. GUAR- 
ANTOR OF A WARD. WHEN NOT RE- 
QUIRED TO ARBITRATE. (N. Y.) 

Petitioner Lehman trades in furs in New 
York City. All-Asia Products Corporation is 
a domestic corporation located in New York 
City. A contract was entered into, for the 
account of Walter G. Ostrovsky, a foreign 
seller, between All-Asia Products Corpora- 
tion, importers, and Max Lehman, buyer, for 
the purchase of 2,000 Raw Western Yellow 
Marmot skins to be shipped from China. 
The contract provides: “if merchandise is not 
up to description same is subject to New 
York Arbitration under the rules of the 
American Fur Merchants Association. ll- 
Asia Products Corp. guarantees the award, if 
any.” A dispute arose. requested 
arbitration. The All-Asia Products Corpora- 
tion refused to arbitrate. Lehman applied to 
the court for an order compelling it to pro- 
ceed to arbitration. The motion was granted. 
The justice granting the order said: ‘The 
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facts are not seriously disputed. The prin. 
cipals are a seller in a foreign land repre. 
sented by an agent here and a buyer here. 
The arbitration clause is between the prin- 
cipals but ‘the award is guaranteed’ by the 
agent. To construe the agreement as the 
agent urges would make it binding only on 
the buyer, for the seller cannot be brought 
into the jurisdiction without his consent, 
Taking into consideration all the circum- 
stances the contract must be construed to 
mean that the agent would arbitrate and pay 
the award.” The order was affirmed by a 
divided court, two justices dissenting. Ap- 
pellant, All-Asia Corporation, contends that 
appellant never agreed to arbitrate; that the 
contract to arbitrate was made by the All- 
Asia Corporation for the account of Ostrov- 
sky and that its agreement to guarantee the 
award is wrongly construed as an agreement 
on its part to arbitrate as to the amount of 
the award. 


Held that any other construction is at vari- 
ance with plain language. No one is under 
a duty to resort to arbitration unless by clear 
language he has so agreed. Orders reversed 
and motion for arbitration denied, with costs 
in all courts and ten dollars costs of motion. 
Matter of Lehman (Ostrovsky; All-Asia 
Products Co.) N. Y. Ct. of Appeals. De- 
cided April 17, 1934. 


CONDITIONAL SALES CONTRACT 
WITH MINOR. REPLEVIN ACTION. 
WHETHER MINOR MUST SUE TO RE- 
COVER PAYMENTS. (Iil.) 

Appellee, Richard Vaughn, then a minor, 
and Emmett Vaughn, purchased a Chevrolet 
Truck for $948.00. Part payment was made 
by turning over to the vendor a Chevrolet 
Coupe, at a value of $324.00 and the bal- 
ance was to be paid in monthly installments 
of $52.00 until paid. Both Appellees signed 
a conditional sales contract. Appellant pur- 
chased the contract and note. The Vaughns 
made one payment of $52.00. Because of 
the default Appellant instituted this replevin 
suit to recover possession of the truck. An 
alternative judgment was rendered against 
Appellant which found Richard Vaughn en- 
titled to the possession of the pro and 
required Appellant to pay Richard Vaughn 
the sum of $377.00 or return the property 
to said Appellee. The question is whether 
an adult can sell personal property to a minor 
on a conditional sales contract, receive part 
payment, and upon default by the minor take 
the property in replevin, and compel the 
minor to start an independent suit for the 
recovery of payments made. Appellant in- 
sists that there was no repudiation of the con- 
tract by the minor. 


Held that the testimony of meagre 
agent that he demanded the truck from Ap- 
pellee Vaughn and was told he could have 
it when the payment made by Vaughn was 
returned to him, is sufficient proof of repu- 
diation. Upon the repudiation of a contract 
by.a minor because of infancy, the rights of 
the ies are wholly governed by law, and 
not yale contract. To hold that an in- 
fant must consent to the replevin, return the 
property and then start a mew and independ- 
ent suit for the payments made, places the 
minor at a great disadvantage and would en- 
tail needless delay and expense. The adjust- 
ment of rights between parties growing out 
of the same transaction should be determined 
in one action if itted under the law. 
Richard Vaughn being a minor had a legal 
right to repudiate his contract; having made 
payments wu the Lp ptice of the 
truck he a special property in the truck 
and was rightfully in possession until the 
$377.00 was paid to him. Judgment for Ap- 
pellees General Motors Acceptance 


Corp. v. Vaughn et al. Ill. Appellate Ct., 
3rd Dist. Decided April 11, 1934. 
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{THIS FORM APPROVED AND PUBLISHED BY THE NATIONAL ASSOCIATION OF CREDIT MEN) 
For the of merchandise from you on credit, or for the extension of credit, we make the following state- 
ment in writing, that you rely thereon respecting our exact financial condition. 
ELAGs AAUWUR 68% GRERTIEDS. WHEN NO FIGURES ARE INSERTED, WRITE WORD HOWE) 
ASSETS ac “LIABILITIES 
Cash in bank (not restricted deposits |] Accounts payable for merchandise, et 


Acceptances and notes payable for merchandise! 
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If business premises are leased to you, state length of lease and annual rental 





diet cnenicdanenhestiorcteasancidnialdcshinialdssetn 
What amount of merchandise do you hold on consignment or conditional sale? $_—_ 
equipment is under lease contract, state monthly payments $__.__________ What amount of machinery or equipment is 
held under conditional sale? $______________ Balance due $__LL_ at. $__ oper month, 
What books of account do you keep?. 
When were your books last audited?___ By whom? 
BUY FROM THE FOLLOWING FIRMS: 
ADDRESSES 
























The foregoing statement has been carefully read by the undersigned (both the printed and written matter), and is, to my know!l- 
edge, in all respects complete, accurate and truthful. It discloses to you the true state of my (our) financial condition on the___. 
day of _______19___. Since that time there has been no material unfavorable change in my (our) financial condition, and if 
any such change takes place I (we) will give you notice. Until such notice is given, you are to regard this as a continuing statement. 
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When ilies to advertisers please mention Credit & Financial Management 


OUT of DATE 
FINANCIAL STATEMENTS 


are like 
Last Year’s Almanac 
You Need Up-to-Date Information To Fit Modern Needs 


To get information needed in today’s business activity, the financial: statement blank you use 


should ask the questions that will bring in this required information. 


Our Financial Statement form 4E has been revised and arranged to meet the needs of every 


credit department. It can be used for all purposes — corporations, partnerships or individual firms. 


It is a self-mailing* (envelope-style) financial statement, printed on heavy ledger paper, well- 4 


gummed, and carries the seal and approval of the NATIONAL AssOcIATION OF CrepiT MEN. 


The 4E form can be supplied plain or for a small additional charge you can have the name and 


address of your firm printed on the envelope face and on the inside of the form as well. 


The size of the form 4E has been increased so that now there is ample room for the questions 


to be answered. 


*Self-mailing forms carry evidence of transmission through the mails — a protection that is always 


important in case of fraud. 


PRICES (POSTPAID) 


With Your Name 
and Address 


No smaller order than 250 accepted when name and address are desired 


When writing to advertisers please mention Credit & Financial Management 





